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Over Sixty-Five Years 
of Experience in Chicago 


Sometimes the facilities of an out-of-town 


trust company are required for the proper 


management of your clients’ business. 


Your inquiries are always cordially welcomed. 


TRUST DEPARTMENT 
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Organized as N. W. Harris & Co. 1882 e Incorporated 1907 
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MAIN OFFICE 
FIFTH AVE. OFFICE 140 Broadway MADISON AVE. OFFICE 


Fifth Ave. at 44th St. Madison Ave. at 60th St. 





ROCKEFELLER CENTER OFFICE 
Rockefeller Plaza at 50th St. 


LONDON ¢ PARIS ¢ BRUSSELS 








Condensed Statement of Condition, March 31, 1949 























RESOURCES 
Cash on Hand, in Federal Reserve Bank, and Due from Banks and Bankers . . . $ 697,335,740.28 
U.S, Goes ens gk ke we we ee ee ek ee 920,757,578.35 
ee BR er ee a ee rc ere 
| Public Securities. enema serareeeromne re 
HNN Stock of Federal Reserve Bank . a. le we en ee ae cee ee 9,000,000.00 
Sill Other Securities and Obligations .......... 8,603,449.38 
Credits Granted on Acceptances . . 4 aes eae ee 10,373,456.80 
P 
Accrued Interest and Accounts Receivable + i cheb kel eae 6,810,077.26 
Real Estate Bonds and Mortgages. . . . . .... . 2,364,525.12 
‘ 122,820,980.96 
ee eR ce pw a ie es eee he ee ee 4,749,272.78 
Cee eee go ie Sa acc a? So as ee nee ves ee eee 36,633.05 
Teeel Messe wk ne ie ek a 
LIABILITIES 
Capital . . ew really og Pg ta sae Sige Ca eae tra Pa 
Surplus Fend a Ate «ghd Beice” cae a gS a a te a 200,000,000.00 
SI ota} Sak ty al ete ches Be 69,303,268.16 
Totnl Copitel Ponds <2. 5 tg et He te we ee a 
Deposits . . meer a ea 
Treasurer’s Checks Outstanding ie. ,  -gn- oe ee ee 41,649,391.54 
Tbe Te RR we ee ee 
Acceptances . o «ete ele 
Less: Own Acceptances Held for Investment. . . . . . . 4,232,004.99 
$ 11,182,993.68 
Divides Fasnite Anse ), TOP, 5 6: «ce * ays * 3,000,000.00 
Items in Transit with Foreign Branches . . . ekg LE 707,019.45 
Accounts Payable, Reserve for Expenses, Taxes, RAs 64,256,661.70 
79,146,674.83 
‘Tene EA ns coe ick + ce ae ae we oe ee” ee 
Securities carried at $132,668,672.88 in the above Statement are pledged to qualify for 
fiduciary powers, to secure public moneys as required by law, and for other purposes. 
J. LUTHER CLEVELAND WILLIAM L. KLEITZ 
Chairman of the Board President 
; DIRECTORS 
| 
| GEORGE G. ALLEN Director, Britishe STUART M. CROCKER President, MORRIS Ww. KELLOGG Chairman of the 
American Tobacco Company, Limited, and The Columbia Gas System, Inc. oard, The M. W. Kellogg Company 
Chairman of the Board, Duke Power Company jouw w. DAVIS of Davis Polk Wardwell WILLIAM L. KLEITZ President 
WILLIAM B. BELL President, Sunderland & Kiendl) CHARLES S. MUNSON Chairman, Executive 
= American Cyanamid Company (CHARLES E. DUNLAP President, Committee, Air Reduction Company, Ine. 
= | F. W. CHARSKE Chairman, Executive Berwind-White Coal Mining Company WILLIAM C. POTTER Retired 
S Committee, Union Pacific Railroad Company GANO DUNN ; ’ : President, GEORGE E. ROOSEVELT of Roosevelt & Son 
: J. LUTHER CLEVELAND Chairman of the The J. G. White Engineering Corporation YGENE W. STETSON Chairman, Executive 
2 Board WALTER S. FRANKLIN | Executive Vice- Committee, Illinois Central Railroad Company 
z W. PALEN CONWAY President, The Pennsylvania Railroad Company THOMAS J. WATSON President, 
= CHARLES P. COOPER President, LEWIS GAWTRY International Business Machines Corporation 
= The Presbyterian Hospital JOHN A. HARTFORD _ President, The Great CHARLES E. WILSON President, 
= in the City of New York Atlantic & Pacific Tea Company General Electric Company 
= WINTHROP M. CRANE, Jr. President, CORNELIUS F. KELLEY Chairman of the ROBERT W. WOODRUFF Chairman, 
= Crane & Co., Inc., Dalton, Mass. Board, Anaconda Copper Mining Company Executive Committee, The Coca-Cola Company 
2 Member Federal Deposit Insurance Corporation 
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DIRECTORS 


EDWIN J. BEINECKE 
Chairman, The Sperry & 
Hutchinson Co. 


EDGAR S. BLOOM 


Chairman, Atlantic, Gulf and 
West Indies Steamship Lines 


ALVIN G. BRUSH 


Chairman, American Home 
Products Corporation 


LOU R. CRANDALL 


President, George A. Fuller 
Company 


CHARLES A. DANA 
Chairman, Dana Corporation 


HORACE C, FLANIGAN 
Vice-Chairman of the Board 


JOHN M. FRANKLIN 


President, United States Lines 
Company 


PAOLINO GERLI 
President, Gerli & Co., Inc. 


HARVEY D. GIBSON 
President 


FREDERICK GRETSCH 
President, Lincoln Savings 
Bank 


JOHN L. JOHNSTON 
Director, Lambert Company 


OSWALD L. JOHNSTON 
Simpson Thacher & Bartlett 


KENNETH F. MacLELLAN 
President, United Biscuit 


Company of America 


JOHN T. MADDEN 


President, Emigrant Indus- 
trial Savings Bank 


JOHN P. MAGUIRE 


President, John P. Maguire & 
o., Inc. 


Cc. R. PALMER 


Director, Cluett Peabody & 
Co., Inc 


GEORGE J. PATTERSON 


President, Scranton & Lehigh 
Coal Co. 


WILLIAM G. RABE 
Vice President 


HAROLD C. RICHARD 
New York City 


HAROLD V. SMITH 


President, Home Insurance Co. 


ERNEST STAUFFEN 


Chairman, Trust Committee 


L. A. VAN BOMEL 


President, National Dairy 
Products Corporation 


GUY W. VAUGHAN 


Chairman, Curtiss-Wright 
Corporation 


HENRY C. VON ELM 
Chairman of the Board 


ALBERT N. WILLIAMS 


President, Westinghouse 
Air Brake Company 


MANUFACTURERS 
TRUST COMPANY 


Condensed Statement of Condition as at close of business 


March 31, 1949 


RESOURCES 


Cash and Due from Banks . . . . $ 675,610.338.00 
U. S. Government Securities . . . 939,830,529.77 
U. S. Government Insured F. H. A. 

Mortgages. . Se tee 5,149,896.01 
State and Municipal Bonds tee 32,642,276.62 
Stock of Federal Reserve Bank . 3,150,000.00 
Other Securities . .. 17,158,660.85 


Loans, Bills Purchased er Sealeaiin’ 
Acceptances . . . 572,763,555.83 


Mortgages ... . : 17,216,948.40 
Banking Houses .. . 10,310,390.72 
Other Real Estate Equities . ‘ 450,815.40 
Customers’ Liability for Acceptances 4,509,955.52 
Accrued Interest and Other Resources 5,672,038.13 


$2,284,465,405.25 


LIABILITIES 


Capital . . . . . $45,000,000.00 

Surplus . . . .  60,000,000.00 

Undivided Profits . 29,581,940.82 $ 134,581,940.82 
Reserve for Contingencies . . . . 4,551,021.13 
Reserves for Taxes, 

Unearned Discount, Interest, etc. . 5,886,245.47 
Dividend Payable April 15,1949 . . 1,350,000.00 
Outstanding Acceptances . .. . 4,796,364.52 


Liability as Endorser on Acceptances 


and Foreign Bills . . . .. . 2,442,408.50 
Cash held as Collateral or in Escrow 19,249,626.45 
SG oe ee Oe eS a eee 


$2,284,465,405.25 





United States Government and other securities carried at $90,989,270.22 are pledged to secure 
public funds and trust deposits and for other purposes as required or permitted by law. 


Head Office: 55 Broad Street, New York City 


MORE THAN 75 OFFICES IN GREATER NEW YORK 


European Representative Office: 1, Cornhill, London, E. C. 3 


Member Federal Reserve System 
Member New York Clearing House Association 
Member Federal Deposit Insurance Corporation 
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Avoiding Spiegel Case Hazard 


In his article on the Spiegel case (Feb. 
T&E) Mr. Foosaner quotes the Supreme 
Court’s opinion that: “Every string... 
no matter how goosamer-like and flimsy, 
that might possibly be the means of 
drawing the trust property back into the 
donor’s estate, will have to be severed.” 

This language is worth repeating. To 
avoid the pitfall, Mr. Foosaner points out 
that the avenue of distribution must be 
extended “presumably to some organized 
charity whose continued existence is as- 
sured.” The following suggestions are of- 
fered as methods of extending the avenue 
of distribution in addition to that al- 
ready named. 

First, it should be provided in the 
trust instrument that: “Under no cir- 
cumstances shall any of-the property 
granted to the trustee herein ever revert 
to the grantor.” 


The estate of a beneficiary might be 
made the final distributee by providing 
that upon the death of a beneficiary that 
portion of the trust corpus assigned to 
such beneficiary shall be paid free of 
trust to the estate of the beneficiary. If 
such beneficiary dies before the grantor 
without any heirs except the grantor, 
then such grantor would take as heir and 
not on the basis of “reverter.” 


If the primary beneficiary is given the 
income during his lifetime with remain- 
der to his heirs, then it could be stated 
that on failure of his having heir other 
than the grantor the property should be 
paid to the estate of the deceased bene- 
ficiary. It is true that these provisions 
will make the property taxable in the 
estate of the beneficiary but since the 
usual reason for the creation of the ir- 
revocable trust is to provide for the finan- 
cial independence of the beneficiary dur- 
ing the lifetime of the grantor and thus 
remove the property from the eventual 
estate of the grantor, the desired results 
are still achieved. 


This avenue may be further extended 
by use of a joint tenancy provisions, the 
income to be made payable to a son and 
grandson, with corpus payable to the 
estate of the survivor. . 


Another avenue is the use of the power 
of appointment provisions of the Internal 
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Revenue Code. If the beneficiary is given 
a limited power of appointment to the 
restricted class mentioned in I.R.C. Sec. 
811 (F) (2) (A) and (B) and it is 
provided that if he fails to exercise the 
power, the property is to be paid to his 
estate on his death, the possibility of re- 
verter forcing the inclusion of the prop- 
erty in the estate of the grantor would 
be avoided. 


The real effect of the Spiegel case is 
to point up the fact that great caution 
must be exercised in drafting termina- 
tion and beneficiary provisions of the 
inter vivos trust agreement. 


R. O. Schwartz 
Attorney, 
Manitowoc, Wis. 


Liberalized Insurance Options 


Referring to the letter on settlement 
options in your March issue (p. 136) 
I believe that important progress could 
be made in planning the administration 
of estates and trusts if we could persuade 
the life insurance companies to liberalize 
their attitude with respect to the pay- 
ment to trustees of income on and prin- 
cipal of insurance moneys which are left 
on deposit with the companies at the 
death of the insured. 


Ordinarily, the chief concern of the 
man who is drawing his will or trust 
agreement is to provide benefits for his 
widow and children over an indetermin- 


ate period. It does not accomplish his 
purpose to dump in their laps the pro- 
ceeds of an insurance policy in a lump 
sum. While the usual options do make it 
possible to avoid the lump sum payment, 
they also make it possible for the bene- 
ficiary to elect to withdraw portions of 
the principal and thus to accelerate the 
time when the entire principal may be 
exhausted. But that requires the exercise 
of discretion by the beneficiary herself or 
himself, which is frequently the very 
thing which the testator wants to avoid. 


To escape the dangers of either giving 
the money to the beneficiary in a lump 
sum or of permitting him to withdraw 
it from time to time as he pleases, we 
direct that the proceeds be paid in a 
lump sum to a trustee with discretionary 
power to determine when and in what 
amounts the interest and principal should 
be given to the beneficiary. But that de- 
prives the beneficiaries of the guaran- 
tees available when leaving the moneys 
with the insurance companies. 


In my opinion, it would be a fine thing 
if the insurance companies would agree 
to retain the moneys at interest and pay 
the interest and so much of the principal 
as the trustee, in his discretion, might 
withdraw from time to time. This would 
enable the trustee to withdraw from time 
to time only so much as was reasonably 
necessary for the best interests of the 
beneficiaries to conform with the wishes 


of the testator. It would also permit the 
testator to provide for successive inter- 
ests in as many different beneficiaries 
as he pleased. ; 

From the standpoint of the insurance 
companies, it would present an unusual 
opportunity for them to develop the good 
will between them and their customers 
upon which their business so much de- 
pends. They would have additional argu- 
ments for the sale of insurance — addi- 
tional opportunities to do some real good, 
for within the limits within which they 
function, they surpass any other methods 
by which we can plan with safety and 
certainty for the support and security 
of those who are dependent upon us. 
They would not have to undertake any 
greater responsibilities or costs than they 
do under their more rigid optional plans. 

Ordinarily, in, matters of this char- 
acter a conference among interested 
parties produces results. If such a con- 
ference were attended by persons repre- 
senting the insurance companies, trust 
officers and lawyers, I imagine much 
could be accomplished. It would not take 
long to separate reasonable and unreason- 
able requests. If a few of the leading in- 
surance companies would liberalize, the 
others would follow suit promptly, if for 
no other reason than to meet the com- 
petition. 


Attorney, Orlando H. Dey 


Rahway, N. J. 


A Chicago Fiduciary at Your Service 


The Trust Department of this bank has the facilities 


and the experience necessary to cooperate efficiently 


with attorneys, accountants, life underwriters, corpo- 


rations and Trust Companies of other states. Write us 


when you need the services of a Chicago fiduciary. 


AMERICAN NATIONAL BANK 
AND TRUST COMPANY 


LA SALLE STREET ils 
Member Federal Deposit 
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EDITORIAL... 





Record Trust Business 


NATIONAL SURVEY SHOWS SUBSTANTIAL GAINS 


SURVEY covering 282 of the largest trust companies 

and departments in the United States and Canada shows 
that the great majority increased the volume of assets 
under their care during 1948, and report higher income 
from fiduciary services. 

In the first survey of its kind, made by Trusts AnD 
EsTATES, data were obtained—in reports and special advices 
—from 238 trust institutions in the United States and 12 
in Canada. An additional 32 did not provide any data on 
trust operations in their reports. Published annual reports 
to stockholders have become the rule rather than the ex- 
ception in the larger banks, with 188 out of the 282 issuing 
reports in various forms, from typewritten letter form to 
elaborately printed and illustrated booklets of fifty pages. 

Analysis of the reports and advices from these banks, 
located in thirty-eight states and Canada, discloses that trust 
business has enjoyed probably its greatest year in both 
volume of new and total business on the books and gross 
income from fees and commissions, as well as better net 
earnings in most quarters. Compared to the 190 reporting 
asset increases, only 11 showed decreases while 14 indi- 
cated “approximately the same” as for the previous year. 
Four of the 1! declines were due to exceptionally large 
distributions during 1948, and all but two of the others 
reported the decline was slight. 

New all-time records in assets under administration were 
cited by 38 institutions, while an additional 55 reported 
“substantial” or “very substantial” increases over the previ- 
ous year. Records show that many more attained the highest 
volume in their history, but did not state so in their report. 
The brevity of some reports made it impossible to tell how 
many more showing increases had reached new highs in 
volume, or in earnings, but the apparent ratio is 17—1l 
increases over decreases in assets and 11—1 in gross earn- 
ings. 

The few declines in either category were not concentrated 
in any one locality, nor were the record highs, which were 
made by trust departments in twenty states as to volume 
and in eighteen as to gross. Increase in total trust earnings 
was reported by 180 institutions, against only 17 decreases, 
with seven “approximately the same” for 1948 and 1947. 
Of the decreases, moreover, seven were occasioned by ex- 
ceptionally high income in the previous year. The increases 
ranged from “slight” to “very large,” with a score giving 
percentages, 36 citing an all time high and 31 others speci- 
fying very substantial rises. 

Increases in net income for the trust department were 
reported by 45 United States and 9 Canadian trust institu- 
tions, and decreases by 11. Twelve made the highest net 
in their department’s history. Lack of cost analyses pre- 
cluded many from giving this figure, but the trend is signi- 


ApriL 1949 


ficant, considering the often substantial rises in operating 
expenses (primarily payroll and pension payments) during 
the past year. 

The increases in new business acquired and net volume 
of assets at the end of 1948 were attributed mainly to grow- 
ing public recognition of the value of estate planning ser- 
vices and the wider cooperation with attorneys and life 
underwriters encouraged by trust company publicity, plus 
the impact of taxes and new laws and regulations. Invest- 
ment problems accounted for substantial growth in the 
use of investment management services, under agency or 
trust (and common trust fund) accounts. Pension and 
profit-sharing plans and corporate trust business are shown 
to be on the rise in many séctions of the country besides 
New York. New business and public relations programs are 
cited, in a number of reports, as having produced successful 
results, both in planning of large estates and trusts and in 
securing more medium size accounts. 


Comments on prospects were almost entirely favorable, 
except in a few states where out-moded fee schedules are 
in need of revision to compensate for higher costs. Many 
banks mentioned the growing number of appointments under 
wills filed with them, several noting the largest number in 
many years. or in their history. As a Canadian trust com- 
pany pointed out: “the present growth in number of ac- 
counts tends to accelerate new business year by year,” and 
more banks are activating accounts from directors and key 
officials. Several cities outside the Eastern seaboard see 
a resurgence of corporate trust business. Investment super- 
visory accounts are mentioned as growing in popularity, 
and the facility of the Common Trust Fund for smaller 
trusts is considered as opening the way to wider service 
in the future. 

While some trust departments in “fixed-fee” states— 
especially the older ones—remark the discrepancy with 
present-day operating costs, reports of successful fee revision 
efforts lead a number of them to anticipate a reversal of 
the net earnings trend, while others cite mechanization and 
other economies as placing them in an increasingly good 
position. Of the relatively few reports commenting on the 
outlook, the majority foresee better earnings or prospects 
for continued advance in profitable operations. 

One of the most specific reports is that of a Houston 
bank which records increases of 13% in volume trust de- 
partment assets, 12% in the number of accounts, 25% in 
gross income and 57% in net. 

Although there is little uniformity in reporting of trust 


‘operations, tht publication of pertinent information is be- 


coming more general every year and the trend is likely to 
continue. Excerpts from individual reports, begun in March, 
are concluded at page 235 of this issue. 
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NEWS PARAGRAPHS... 


G. S. B. Reunion 


Conservation of the purchasing pow- 
er of a trust fund is not a proper func- 
tion of trustees, Louis S. Headley told 
the trust forum at the 12th annual re- 
union of the Graduate School of Bank- 
ing in New York on March 19. Mr. 
Headley, who is president of The First 
Trust Company of Saint Paul, asserted 
that the primary function of a trustee 
is the preservation of the fund. 

Where conservation of purchasing 
power implies speculation to offset in- 
flation, or running a business, it is 
beyond the true concept of trust service, 
Mr. Headley said, pointing out, however, 
that this concept did not require the 
trustee to be any less progressive or 
imaginative. 

He added that the true meaning of 
the word “conservative” is to preserve 
and protect, as a conservator. “There is 
a wide public demand for security in 
many circumstances and it is that de- 
mand, primarily, which trust institu- 
tions should attempt to fill,” Mr. Head- 
ley concluded. 

“Bank supervision is a co-operative 
venture in: good management, the goal 
being good bank management and limit- 
ed supervision working in concert,” L. 
K. Elmore, Deputy Bank Commissioner 
of Connecticut, told the graduates. 


He reported that the American Bank- 
ers Association Trust Division Commit- 
tees on Supervisory Matters and Trust 
Operations, in liaison with representa- 
tives of various supervisory agencies, 
are making progress in applying sug- 
gestions which have been made by 
Gilbert T. Stephenson, director of trust 
research of the Graduate School, namely : 


(1) Work out suggested forms and 
procedures for internal audit and check- 
ing performance especially adapted to 
needs of small trust departments. 

(2) Work out suggested agenda, pro- 
cedures and minutes of trust commit- 
tees for both administration and invest- 
ment reviews of trust accounts. 

(3) Prepare a simple form of trust 
docket for small trust, departments. 

(4) Work out suggested procedure 
for inspecting and recording inspection 
of real property in trust accounts. 

Philip Orsi, of City Bank Farmers 
Trust Co., New York, who was a trust 
major in the Class of *47, presided over 
the meeting, which also heard a dis- 
cussion by Mr. Stephenson on “Publi- 
cizing Trust Department Fees.” 
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Insurance Yield Rises 


The net rate of interest earned on 

invested life insurance funds in 1948 
increased for the first time in many 
years, marking a turn in a 20-year sus- 
tained decline that took the rate from 
a high of more than 5% to a low of 
2.88%, the Institute of Life Insurance 
reports. 
. “While the upturn was not sharp, 
it was sufficient to bring the 1948 rate 
earned by U. S. life companies to 
2.96%, the highest reported since 1945,” 
the Institute said. This rise was a di- 
rect reflection of the slight upturn in in- 
terest rates generally and the increased 
investment of funds in- channels that 
produce a greater return. 


The 1948 earning rate was still about 
one-fourth less than the average for the 
’30’s and only slightly more than half 
the rate for 1925. The net rate of in- 
terest earned on life insurance funds in 
recent years is as follows: 


1930-39 Av_4.10% 1944 ___.. 3.19% 
1940 ____.. 3.43 1945 
194] _... 3.41 1946 
1942 ____. 3.40 1947 
1943 ____.3.29 1948 
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ewan? 2.92 
pie ese 2.88 
Ww tore ws 2.96 


Trust Earnings Up 


The ratio of trust department gross 
earnings to total income of member 
banks in the Tenth Federal Reserve 
District (Kansas City) increased slight- 
ly from 2.4% in 1947 to 2.5% in 1948. 
According to the Reserve Bank, these 
average figures cover only those banks 
reporting trust department earnings. 


In the Second District (New York) 
trust department earnings likewise in- 
creased in proportion from 3.5% to 
3.6. In the Sixth District (Atlanta) a 
more marked gain was noted, from 
2.6% to 3.0%. 
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To Eliminate Double Taxation 


Rep. Fred L. Crawford of Michigan 
on March 21 introduced a bill in ‘Con- 
gress designed to eliminate the double 
taxation of dividends. Sponsored by 
the Investors League, the bill seeks an 
end to taxing corporate income twice 
—once to the corporation and then as 
dividends in the hands of stockholders 
—by striking the word “dividends” 
from Section 22 (a), Internal Revenue 
Code, which defines gross income. 


Paul Previews Taxes 


Emphasizing the high cost to govern- 
ment of an unstable peace, Randolph 
Paul, former general counsel of the 
Treasury and leading tax expert, fore- 
casts a continued heavy tax program in 
this country until a solution is found to 
current international problems. Mr. 
Paul spoke on “Federal Tax Problems 
During 1949” at the first of a series of 
forums last month, sponsored in the 
public interest by the Modern Industrial 
Bank of New York. Henry Morgenthau, 
Jr., former Secretary of the Treasury 
and board chairman of the bank, pre- 
sided at the forum which was attended 
by 400 businessmen and tax experts. 


‘Mr. Paul stated that the proposed 
new budget could be cut significantly 
only in the “war-connected” items 
which comprise 75 per cent of it. He 
warned, however, of reducing expenses 
there “unless we are prepared to dis- 
card grave international responsibilities 
and severely impair and neglect our 
security.” 


Turning to ways of raising the 
$4,000,000,000 additional revenue re- 
quested by President Truman, Mr. Paul 
stated that corporations “can stand an 
additional $3,000,000,000 tax load by 
a moderate increase in the straight cor- 
poration tax rate and a moderate ex- 
cess profits tax imposed on the 25-30,- 
000 more prosperous corporations in 
America.” Terming even this a stop-gap 
measure, Mr. Paul advocated as a long 
range measure “an intelligent undistrib- 
uted profits tax.” 


Immediate prospects are for a slight 
recession in the economy which could 
easily support the present tax burden. 
Should a recession of real magnitude 
develop, however, Mr. Paul said that 
tax policy should be adapted to eco- 
nomic conditions by a (1) decrease in 
payroll taxes (2) reduction in excise 
taxes (3) reduction in the tax rate on 
low and middle income brackets and 
(4) liberalization of provisions on in- 
centive capital to encourage investment. 


During the question-and-answer pe- 
riod which followed his talk, Mr. Paul 
pointed out .that businessmen had an 
exaggerated fear of Section 102 of the 
Internal Revenue Code providing penal- 
ties against unreasonable accumulation 
of earnings, calling it one of the most 
“unenforced sections of the tax act.” 


(Additional news on page 226) 
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JEWELRY AND 


PRECIOUS STONES 
The firm of Harry Winston, Inc. has been 


for many years the foremost purchaser of 


jewel estates throughout the world. 


We offer the services of our experts who 
are especially qualified to appraise and 
purchase jewels of all types. 


REFERENCES 


The Commercial National Bank & Trust Ce., 46 Wall St., New York City 
Manufacturers Trust Company, 513 Fifth Avenue, New York City 


HARRY WINSTON, Ine. 


New York Office: 7 East 5ist Street, New York 22, N. Y. 
Los Angeles Office: 601 Jewelry Trades Building, Los Angeles, California 
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Program for Profits 


APPLYING TRUST CHARGES BASED ON COST ANALYSES 


ROBERT CUTLER 
President, Old Colony Trust Company 


and 


DONALD H. SHULKEY 


Assistant Comptroller, The First National Bank of Boston, Boston, Mass. 


N common with other corporate fi- 

duciaries throughout the country, we 
in the Old Colony Trust Company, be- 
came aware some years ago that our 
charges for Personal Trust Division 
services were inadequate to support the 
costs of rendering these services and 
yield a reasonable profit. 


Over the past decade the duties and 
responsibilities of fiduciaries have mul- 
tiplied, salaries and other operating 
expenses have greatly increased, and 
working hours have decreased, with the 
result that our costs of doing business 
rose rapidly, in spite of constant effort 
on our part to economize through 
mechanization and streamlining of our 
operating procedures wherever possible. 


We were troubled also with decreased 
gross income inasmuch as our charges 
for services were, in large part, based 
on a percentage of the income of the 
accounts involved, which income de- 
creased decidedly during the years im- 
mediately preceding World War II with 
the general decline in investment yields. 
This combination of rising costs and 
decreasing income thus gave our net 
income a really tight squeeze. 


The Comptroller’s Department of The 
First National Bank of Boston—which 
also serves the affiliate Old Colony 
Trust Company—has been preparing 
cost reports since 1937, showing the 
net earnings of all of the major divisions 
of the two institutions. These cost re- 
ports revealed this serious decline in 
Personal Trust Division net earnings; 
and, as a result, intensive and detailed 
studies were undertaken by the Comp- 
troller’s Department, to obtain cost 
data upon which to base corrective 
action. 


How the information revealed by 
these studies has been applied to effect 
the substantial improvement in earnings 
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ROBERT CUTLER 


is graphically illustrated on the chart 
opposite. 


Resume of Cost Procedure 


With total expenses (direct, indirect, 
and service-department costs) of the 
Personal Trust Division as a whole es- 
tablished, the first step was to re-ana- 
lyze and allocate them to the various 
operating sections (Administrative, In- 
vestment, Tax, Security Cage, Book- 
keeping, etc.), to determine the total 
cost of each. A detailed study was then 
made of the work of each operating 
section for determining the cost yard- 
sticks best suited to reflect the work of 
the section when applied in the cost- 
analysis of any trust account. 


Data were compiled on the normal 
average time required to handle the 
various operations in each section, vol- 
ume counts were made, and the cost 
per operation was determined on a 
basis which ensured that the total cost 


of each section was accounted for by 
multiplying its operation costs by the 
volume of transactions handled. As 
certain items required handling in a 
number of operating sections, it was 


necessary to accumulate the item costs 


in each section to obtain the total cost 
of the transaction. The resulting total 
costs per item, unit, or hour were proved 
by multiplying by the total number of 
such factors involved during the cost 
period and checking the results against 
the total expenses of the Personal Trust 
Division. 

Because of the variation in the work 
involved in handling transactions for 
the different types of trust accounts 
(trusts, estates, supervised agencies, 
and custodianships), it was found ne- 
cessary to establish basic and transac- 
tion costs for each type of account. It 
was also found necessary to give recog- 
nition to-variances in the cost of indi- 
vidual accounts caused by such factors 
as the presence of co-trustees and con- 
sultants, investments in close corpora- 
tions, or the necessity for unusual 
amounts of administrative attention. As 
a result a total of 106 separate cost fac- 
tors or yardsticks were developed. The 
establishing of such a relatively large 
number of yardsticks may seem unne- 
cessarily complicated, but aetually it 
proved advantageous as we were thus 
in a position to cost-analyze all categor- 
ies of accounts quite accurately. The 
more important of these cost factors are 
shown in the table on page 206. 


Which Accounts Profitable 


With cost and.volume data available 
covering all operations for each cate- 
gory of trust account, it was possible 
for us to determine the portion of the 
total cost of the Personal Trust Division 
chargeable to each kind of business 
handled. By applying this total cost to 
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the total compensation received from 
trusts, estates, etc., we were able to de- 
termine their net profits and to learn 
which categories of accounts were most 
profitable. This study showed the fol- 
lowing percentages of total net oper- 
ating income of the Personal Trust Di- 
vision before taxes) : 


Personal trusts _...___________. 95% 
Estates 12% 
Investment management accounts 7% 


Custodianships _....----------L0ss(14%) 





100% 
This is a good illustration of the point 
that, although a net profit may be real- 
ized from operations of the Personal 
Trust Division as a whole, certain types 
of accounts may be unprofitable. 


Since we had reason to believe that 
some of the accounts in the categories 
showing over-all profit might also be 
unprofitable, we analyzed a_ larger 
number of accounts of each type and 
size. The results, to put it mildly, were 
rather startling. We discovered that a 
very substantial portion of our personal 
trust accounts were being operated at a 
loss, and this portion comprised most 
of the accounts up to $50,000-$75,000 
in size and also a surprisingly large 
number of medium-sized accounts. This 
general observation applied not only to 
personal trusts but also to investment 
management and _ custodianship  ac- 
counts having even larger values. What 
made this discovery particularly alarm- 
ing was that these loss accounts consti- 
tuted about half of the total number of 
these accounts on the books. 


Small Account Unprofitable 


The principal reason for these losses 
was that our charges, which were not 
then fully standardized, were largely 
based on a percentage of the income 
collected and therefore bore no direct 
relationship to the operating costs of 
the accounts. There was just not enough 
compensation available, on the percent- 
age of income basis we were using, to 
make it possible to operate small ac- 
counts on a_ profitable basis, even 
though the amount of service rendered 
to these accounts was normal in every 
respect. Furthermore, an account could 
have a large number of holdings (some 


of which might represent real estate) ,° 


co-trustees, or high activity in the form 


of frequent remittances, purchases and ~ 


sales, etc.; yet our charge for services 
would depend entirely on the income 
from the investments. This emphasized 
the need for proper minimum charges, 
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an increase in charges for normal 
services, special charges for extraordi- 
nary services, and some _ specialized 
streamlined method of handling small 
accounts. 


Sources of Major Costs 


The following is a summary of the 
cost factors applying to the various cate- 
gories of accounts handled in our Per- 
sonal Trust Division and the manner in 
which the knowledge of these factors 
has been utilized in developing our 
present schedule of charges. 


In the case of court and living trusts 
and guardianships and conservatorships, 
we found that the following factors have 
the greatest influence on the cost of 
operating an account: 

1. The number of investment hold- 

ings 

2. Special types of holdings; for ex- 

ample, real estate, close corpora- 
tions, etc. 

3. Activity in the form of purchases, 

sales, remittances, etc. 


4. The presence of co-trustees 
5. Unusual administrative attention 


6 Special distribution and tax prob- 
lems. 


Excessive diversification and _fre- 
quent changes in the investments of an 
account can be very costly and have 
a direct bearing on profitability, par- 
ticularly those of small size. 


PERSONAL TRUST DIVISION 
TOTAL INCOME 







NET 
OPERATING TOTAL 
INCOME EXPENSE 


[| 





The presence of real estate or other 
special holdings requiring unusual at- 


- tention is such as to make it almost 


impossible to operate a small account 
holding such assets at any fee within 
its capacity to pay. 

If beneficiaries receive monthly re- 
mittances instead of quarterly, if indi- 
vidual tax returns are prepared for 
them without charge, or if there are 
frequent discretionary payments of 
principal or other special services, the 
trustee’s compensation is likely to be 
inadequate. 


Frequently, abnormal amounts of 
administrative time are occasioned by 
the personalities involved or by the 
terms under which the account is ad- 
ministered. Some of this extra admini- 
strative and investment officers’ time is 
necessary because of the presence of a 
co-trustee. Not only is there an extra 
cost involved, but in our case the Trust 
Company’s compensation was lowered 
because of the local practice of dividing 
the over-all compensation with the co- 
trustee, earlier on a 24-14 basis but 
now on a 34-14, basis. In small accounts, 
this had a definite influence on profita- 
bility. 

We also found that the closing or 
distribution costs of an account were 
unexpectedly high, which emphasized 
the importance of our distribution or 
termination fee. 


Remedial Schedule of Fees 


As a result of these discoveries, it 
became apparent that definite action 
was needed to place as much as possible 
of this unprofitable business on a profit- 
able basis. Our approach was made on 
a dual basis: A complete revision and 
standardization of our charge schedule 
was made, and steps were taken to re- 
duce the operating costs of these ac- 
counts as much as possible. 


The revision of the charge schedule 
with respect to personal trust, guardian- 
ship, and conservatorship accounts took 
the form of a change from our pre- 
vious 6%-of-income basis, with an ar- 
bitrary minimum charge averaging $75 
per annum, to a charge of 4% of the 
gross income of the account, plus $2 
for each $1,000 of principal up to 
$200,000 and $1 for each $1,000 of 
principal in excess of $200,000. Our 
distribution charge of 144% of the 
principal distributed was left unchanged. 
The new schedule is equivalent at a 
4% yield to a charge. of around 9% 
of the income of trusts ranging from 
$75,000 up to $200,000 in size (those 
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below $75,000 are subject to minimum 
charges), as compared with the former 
charge of 6% of income. We also estab- 
lished a sliding scale of minimum 
charges, based on our cost figures, for 
all individually-invested accounts under 
$75,000 of principal value, at which 
point the regular scale of charges takes 
effect. Accounis holding mortgages and 
real estate properties were made sub- 
ject to special standardized charges. 
However, all charges, to the extent 
applicable, were intended to apply only 
to so-called “normal” accounts not 
utilizing special services, as we provided 
that additional compensation would be 
required for extraordinary services. 
We limited the amount we would 
share with co-fiduciaries by providing 
that we would retain 100% of the an- 
nual charge on accounts subject to the 
minimum rates or 75% of the annual 
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charge (but not less than $250) on ac- 
counts not subject to the minimum rates. 
If additional compensation is received 
for special services for accounts in 
which co-fiduciaries are involved, our 
general practice is not to share any 
part of such charges with the co-fiduci- 
ary. 


Reducing Costs via Common Fund 


In view of the fact that investment 
and related costs constituted such a 
large proportion of the total cost of an 
account, we decided that, the institution 
of a Common Trust Fund offered the 
possibility of real cost savings. Our 
Comptroller’s studies showed that sav- 
ings of as high as 35% to 60% could 
be realized from the operation of a 
Common Trust Fund of the size possible 
to us, considering the number of ac- 
counts eligible for participation. These 





EXAMPLES OF ACCOUNT AND TRANSACTION COSTS 
Old Colony Trust Company 
Personal Trust Division 


Investment 


Trust Estate Management Custodianship 
Basic Administration and File Costs 
for: 
Annual account maintenance _.... $ 16.8984 $515.8512(a) $15.8651 $10.3434 
Opening an account | ree 13.1976(b) 13.1976(b) 
Closing an account _... AC) i 4.9360 (b) 4.9360 (b) 
Investment Supervision Costs for: 
Each review of each issue held __.. .9214 .9214 MOR oe 
Each $1,000 of securities held __ 1945 3243 EE sat ees 
Periodic Accounting Costs for: 
Each item listed in accounting _.. 1975 Bee Pe hes Le eee 
Each accounting filed for court ap- 
| ge GRRE etary eels elated 3.1467 | RITES | sae RON TES 
Each statement issued _._..________ 1.3445 1.3445 1.3445 1.3445 
Income Tax Service Costs for: 
Maintenance of records for each 
ek 6.8545 6.8545 15.8425 15.8425 
Each return filed (State or Federal) 3.7124 3.7124 7.0030 7.0030 
Each sale analyzed for capital gains 2.0694 2.0694 2.0694 2.0694 
Inheritance Tax Service Costs for: 
Each State return filed 11.8070 Sry RRs ce tey ere ae 
Each Federal return filed — 29.4300 eo RENE 
Each distribution—per distributee 21.5775 ee a Bete 
Activity Costs for: 
Each issue purchased _.___ 4.4280 4.4280 5.0462 5.4099 
eS 4.7465 4.7465 5.3606 5.7283 
Each issue deposited —._____ 3.1132 3.1132 3.7314 4.0951 
Each issue withdrawn —.- 2.2920 2.2920 2.9102 3.2739 
Each remittance made —_.____ 1.1189 1.1189 1.1189 1.1189 
Each entry for coupon interest __ 4012 4012 4012 4012 
Each coupon cut 0289 .0289 .0289 0289 
Each dividend entry —..___. 2244 2244 2244 2244 
Each issue transferred (single 
Sg Bd isi RE 3.7157 3.7157 4.3339 4.6976 
Real Estate and Mortgage Servicing 
Costs for: 
Annual servicing of each mortgage 18.2844 18.2844 18.2844 18.2844 
Each unit of property management . 
WONWNON ete a 2.9649 2.9649 2.9649 2.9649 
Each rent payment received _______. 1.2550 1.2550 1.2550 1.2550 
Each mortgage payment received _ 1.4326 1.4326 1.4326 1.4326 


(a) Total basic cost during life of average account (average life 20 months) 
(b) Allocated over average life of each type of account. 
(c) Applied against Distribution or Termination charge. 


Note: These figures represent costs developed by a detailed cost study of the Personal Trust Division 
in 1944 adjusted by 35% to reflect expense increase since that time. - 


studies also indicated that there was 
a definite cost saving even in Funds 
as small as $500,000. 

Since the investment cost of an ac- 
count is directly related to the number 
of holdings and the Common Trust 
Fund results in a reduction of these 
holdings to a ‘single participation, in 
the case of accounts wholly invested in 
the Fund, it is easy to see how sub- 
stantial cost savings result. As a specific 
example, a $25,000 trust individually 
invested would have about 17 holdings 
and would cost about $175 to to oper- 
ate; whereas a trust of the same size 
wholly invested in a Common Trust 
Fund of $15,000,000 would cost about 
$79. In view of the many advantages 
of these funds from the standpoint of 
both the customer and the Trust Com- 
pany, it is not hard to see why we have 
utilized this means of serving small fi- 
duciary accounts. 


Our Fund, now totalling about $14.,- 
500,000, has 854 accounts comprising 
about two-thirds of the number of our 
personal trusts under $100,000. Thus, 
we are able to operate the smallest of 
our accounts at a minimum fee of $70, 
without loss. Our minimum charge for 
an account of $20,000 individually in- 
vested is $175, which is the amount ne- 
cessary to cover the cost of normal ac- 
counts of this type. The $70 minimum 
fee charged to small accounts invested 
in the Common Trust Fund represents 
a substantial saving to the trust customer 
and is within his ability to pay; yet on 
a $20,000 trust it produces substanti- 
ally as much net profit to us as the 
$175 fee applying to the individually 
invested account. 


Administrative Specialization 


In addition to investment-cost reduc- 
tion, we gave consideration to reducing 
administrative costs. Our studies of 
this problem led to the establishing of 
two “standard service” administrative 
units, each comprising an administra- 
tive officer with necessary supporting 
personnel. These units are assigned fi- 
duciary accounts,—for administrative 
but not investment _ responsibility,— 
which present no unusual administra- 
tive problems arising from the terms of 
the instrument, the nature of the in- 
vestments, the personalities involved, or 
‘otherwise. Because of the intrinsic 
character of these accounts, relatively 
little time is required for consultation 
with principals, remittances may be 
limited, and costs generally can be con- 
trolled. without impairment of the es- 


(Continued on page 242) 
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SECURITY HOLDERS 
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CUTTING 
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VAULT EXAMINATION 
SCHEDULES 






PERSONAL PROPERTY 
TAX SCHEDULES 
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COLLECTION FORMS 
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One of Many IBM Features 





Advantages of IBM 
Accounting for Personal 
Trust Management 





for Personal Trust Management 






The use of the straight-line procedures of IBM Accounting for 
personal trust operations greatly assists the management of 
many banking institutions in the supervision of these activities. 





I. Reports and Statements prepared auto- 
matically 






2. Virtually all manual operations eliminated 





This modern accounting method, utilizing punched cards, 
presents up-to-the-minute information about every phase of trust 
work, resulting in simplification and economy of operation. 






3. Need for duplicate sets of records elim- 
inated 








4. Principal transactions recorded only once 





The complete flexibility of IBM Machines permits their effi- 
cient application to all other phases of bank accounting. In 
many instances, a single installation is used for Mortgage 
Accounting, Personal and Consumer Loan Accounting, Income 
and Expense Distribution, General Ledger Accounting, Payroll, 
and other bank accounting applications. 





5. Many income entries created and posted 
automatically 









6. Uniform description of account and secur- 
ity names assured 








7. Effective controls provided 






- Entire operation expedited 








An IBM representative will be glad to demonstrate the ad- 
vantages of IBM Accounting. 


ELECTRIC PUNCHED CARD ACCOUNTING MACHINES 


PROOF MACHINES...SERVICE BUREAU FACILITIES... ELECTRIC TYPEWRITERS... 
TIME RECORDERS AND ELECTRIC TIME SYSTEMS 





International Business Machines Corporation, World Headquarters Building, 590 Madison Avenue, New York 22, N. Y. 








MERICAN banks are not mere ag- 

gregations of financial power own- 
ed by small coteries of the ultra-wealthy 
with dividends going to a select few. 
Ninety-one of the largest commercial 
banks in the country reported an aggre- 
gate of 753,358 shareholders. These 91 
banks, with resources of $51,595,000,- 
000 hold 29% of the total resources 
($173 billion) of all 14,833 banking 
institutions of the United States. On 
this ‘basis, the aggregate number of 
bank stockholders in the country would 
be approximately 2,500,000—and over 
half of them are women. 


Like industries, banks are owned by 
hundreds, and often thousands, of 
stockholders and the bulk of the reason- 
able profits derived from financing the 
nation’s business go to provide the 
small investor with an adequate income 
from his savings, to support the widow 
and the orphan, to maintain colleges 
and churches, hospitals and charities. 
There are just as many bank stockhold- 
ers who own less than 100 shares as 
those who own more; and in only five 
of the 66 largest banks giving such data 
does any individual own as much as 
ten per cent of the stock. 

A survey of the 189 largest banks in 
all parts of the United States (having 


resources in excess of $100,000,000 
each) provides new and factual infor- 


WHO OWNS BIG BUSINESS? 


ANALYSIS OF STOCKHOLDINGS IN LARGEST CORPORA TIONS 


PART 2: BANKING 


mation which refutes prevalent delu- 
sions as to who owns the country’s 
banks and benefits from their dividends. 


Data Available 


The response to inquiries was not as 
complete as in the Manufacturing Com- 
panies survey” but the information se- 
cured is both suggestive and representa- 
tive of all sections of the country. Of 
the 106 respondents to the inquiry, 91 


provided some data, several advised. 


they had no analysis. A few of the re- 
plies stated that the policy of the bank 
forbade the furnishing of information 
of the type requested, but in most cases 
the failure to supply the desired data 
was attributed solely to the fact that 
the bank’s records were not so kept as 
to make readily available a detailed 
breakdown of the stock ownership. 

In such cases the cost of making 
such a breakdown would be consider- 
able. Even so, many banks stated that, 
if they were convinced of the existence 
of wide popular interest in the matter 
they would not hesitate to undertake 
the labor and expense of such an 
analysis. 

However, full and detailed informa- 
tion was received from banks located 
in all parts of the country and the fol- 
lowing statistical analysis of their re- 





*“Who Owns Big  Business?”, TRUSTS AND 
ESTATES for July, 1948. 
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EXECUTORS 


BANK NOMINEES, 


134% 


PARTNERSHIPS, 
BROKERS 


CORPORATIONS 


Detroit Trust Company stock is held by a diversity of individuals and organizations— 
a condition typical of our individual enterprise system. 











plies may be considered as typical of 
all big banks. The marked similarity 
of most replies makes that assumption 
seem logical. 


The evidence indicates that the stock- 
holders of banks outnumber the em- 
ployees to an even greater extent than 
in the case of “big business.” Informa- 
tion on this subject was received from 
51 banks. In the aggregate these insti- 
tutions are owned by 314,010 stock- 
holders while their employees number 
only 61,779, or a ratio of over 5 to 1. 
While there are many stockholders 
with shares in more than one bank, it 
is significant that in all but four of 
these banks the number of stockholders 
exceeded the number of employees, 
usually by a wide margin. Many em- 
ployees, of course, own stock in the 
banks they work for, but such a tabula- 
tion would be difficult to make and 
maintain. 


Benefits from Bank Stock Ownership 


The extent to which the average 
American family is interested in and 
benefits from bank stock ownership and 
dividends on such stock cannot be ap- 
preciated without realizing how widely 
these are spread among people in all 
walks of life and in every community. 
The owner of an insurance policy, the 
widow with a small trust fund, the re- 
tired employee living on payments 
from a pension or profit-sharing trust, 
are often beneficiaries of dividends 
from the banks. 


So are the patients in many hospi- 
tals, the members of numerous churches 
and students of schools and colleges. 
Information is, unfortunately, not avail- 
able to show just how many such insti- 
tutions are holders of bank stock, but 
the following analysis by types of in- 
vestors in the stock of one of these 


banks will be of interest. (Table I) 


Fourteen banks reported their largest 
institutional stockholder was an insur- 
ance company, the extent of stock own- 
ership ranging from .008% to 10% of 
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No. of No. of 
Individuals Holders Shares 
WS ike oe ee 820 99,515 
Inne 6 oe 945 61,037 
Joint Accounts 343 =: 18,168 
OUNERG 3225 con ee 2,108 178,720 
Fiduciary 
COS See ee ee 8 686 
eee ea es 103 31,056 
ae boo ee 18 3,804 
ee RE Rea Hae ete “14 11 5,113 
TON 8 ee 140 40,659 
Corporations 
Banks & Other Financial _ 8 938 
Religious and Char. 13 2,093 
Other Corporations — 1l 2,590 
pM re eed S Es 5,621 
Grand: Totes os 2,280 225,000 











all stock issued; a university or college 
was named as the heaviest fiduciary in- 
by 13 banks; and _ various 
charitable institutions, including hospi- 
tals, were listed as substantial holders of 
their stock by 9 banks. 


Spread of Bank Ownership 


As a rule, banks have fewer stock- 
holders than have other corporations 
with the same amount of invested capi- 
tal. Yet Bank stock is not just a “rich 
man’s investment” as many people be- 
lieve. Of the individual banks reporting, 
69 have more than 1,000 stockholders 
each. As many small investors (people 
who have invested a thousand dollars 


to provide the capital funds of banks) . 


are affected by the welfare of the banks 
as are the more opulent stockholders. 
In many banks the holders of less than 
100 shares outnumber the other stock- 
holders. Table II is the picture of one 
bank typical of many others. 


Replies from 70 banks indicate that, 
on the average, holders of less than 100 
shares of the stock of a bank control 
about 16 per cent of the total stock. 


The banks were asked to report any 
available segregation of stockholdings 
as between individuals and others. 
Sixty-six provided this information, 
showing that, out of a total of 312,163 
stockholders, 282,413 or 90% are indi- 
vidual owners—men, women and joint 
accounts. The other holders, including 
institutions, fiduciaries, insurance com- 
panies, investment companies, holding 
companies and other corporations, to- 
talled 30,055. 


The individual stockholders were 
found to hold an average of 69% of the 
stock. The other 31% of shares was held 


by institutional and other investors 
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which account for only 10% of the 
number 6f holders but represent many 
thousands of men and women as bene- 
ficial owners. 


The variation in the per cent of stock 
held by the largest individual stockhold- 
ers ranged from a high of 94% to a 
low of .5%, for the 65 banks giving 
this figure. On the average, the largest 
individual stockholder owned only 
4.16% of the stock of the bank, ranging 
from a high of 25% to a low of .034. 


The largest institutional stockholder’s 
holdings varied from a high of 6.25% 
to a low of .002%. The average high- 
est institutional stockholder’s holding 
was 1.32% of all stock issued. In the 
case of largest corporate stockholders, 
the average holding was 3.38% of the 
stock, ranging from a 24% high to a 
008% low. 


Replies to the question “How many 
owners would it take to represent a 
majority of the shares?” were received 
from 43 banks. On the average, it ap- 
peared that 4.18% of the stockholders 
would constitute a majority. Replies 
ranged from a high of 12.5% to a low 
of 1.7%. 


Importance of Women Owners 


One of the most surprising results 
was the growing predominance of wo- 
men as owners of American banks. The 


-66 banks that have made a check of 


the number of women holders of bank 
stock report the total as 120,661 - or 


TABLE II 
zi 
33 as 
No. of ms 3 5 
Shares o's S38 
Owned 2 S Lg 
1- 10 29.82 1.84 
ll- 24 15.61 | * 2.69 
25- 49 16.53 5.52 
50- 99 15.09 9.47 
100- 199 12.32 15.00 
200- 499 6.84 18.94 
500- 999 2.07 13.69 
1000 - 1999 1.28 16.28 
2000 - 3999 .26 7.06 
4000 or more 18 9.51 


4,320 more than the number of men. 
They outnumber the men in 31 of 
these banks. This ratio, if applicable to 
all banks, would indicate that women 
comprise 51% of all stockholders in 
banks. 


While they do not hold as many 
shares on the average as men or the 
other stockholders, the 62 banks which 
have such data report that women hold 
outright 27% of the stock of those 
banks. In addition, they must be cred- 
ited with approximately one-half of the 
4% of bank stock held in joint accounts 
(which are usually owned by husband 
and wife). In 11 of the 62 banks wo- 
men own more stock than men. Men are 
the owners of an average of 38% of 
the stock of the 62 banks reporting, 
plus a share of that held in joint ac- 





How one bank graphically presents the shareholders’ interests by size of holdings. 
(From °48 report of Title Guarantee & Trust Co. of New York) 






counts. Millions of women who own no 
bank stock themselves are equitably in- 
terested as beneficiaries of trust funds, 
insurance companies, etc., which do 
own such stock, and their number of 
holdings is growing every year. 


Growth and Spread of Investment 


The phenomenal increase in the num- 
ber of owners of bank stock that has 
come about in the last twenty years 
will come as a great surprise to those 
who have supposed that banks are 
owned and controlled by a few indi- 
viduals of great wealth. 


No doubt the increased savings of 
more people of moderate means, in- 
vested directly in bank stock, or in- 
vested indirectly through banks, trust, 
insurance and investment companies, 
have had much to do with the democrat- 
ization and increased decentralization 
of the ownership of banks. One import- 
ant factor must not be overlooked: That 
bank stocks have become much more 
attractive as investments because of the 
abolition of the double liability clause. 
Accordingly, the risk having been so 
greatly reduced, more investors are in- 
clined to acquire such securities. - 


Many of the banks operating today 
were not in existence twenty years ago 


SELLING BUSINESSES TO— 


* SECURE GREATER LIQUIDITY 
* MITIGATE TAX PROBLEMS 
* COMPLETE DISTRIBUTION OF ESTATES 


Trust officers often have the responsibility of advising 
principals owning businesses or heirs inheriting them 


as to their disposal. 


At present we have a number of purchasers for sound, 
well established companies with good record of earn- 
ings. Funds available range from $2,000,000 and up. 


We are glad to work closely with trust officers in 
confidential negotiations for the sale of businesses to 
large corporations who are registered with us. 


FIRST COLONY CORPORATION 
52 WALL STREET, NEW YORK 
Telephone HAnover 2-8080 


and so cannot give a complete record 
of their growth for that period. How- 
ever, 21 banks have been able to 
furnish data with respect to the number 
of their stockholders from 1928 to the 
present. The picture which these figures 
reveal is both interesting and encourag- 
ing. It shows that during the last 20 
years, while “big business” was doub- 
ling the number of its stockholders, the 
banks were tripling theirs; that, on the 
average, for every stockholder that a 
bank had in 1928, it has three stock- 
holders today—a total of 77,365 com- 
pared to 25,190 in 1928. Moreover, all 
but one of the 21 banks reporting 
showed an increase in the number of 
its stockholders over 1928. One bank 
reported a loss of less than 2% in 
number. 


Of course, the rate of growth was. 


not uniform. Where some banks show 
an eight-fold, even a ten-fold-increase, 
other have had a 20% or 50% increase. 
Table III shows the experience of one 
large bank. 

An interesting fact brought out by 
this survey is that bank stocks enjoy 
a wide geographical distribution. One 
bank reports that it has stockholders in 
all of the States, the District of Colum- 
bia, Hawaii, Alaska, Puerto Rico, Vir- 





TABLE Ill 
No. of Stockholders 


gin Islands and eleven foreign countries. 
Another has stockholders in 35 States, 
the District, Canada and England. In 
each case the largest group is in the 
state where the bank is located. 

It seems likely that the trend to- 
ward splitting the ownership of the 
banks among larger and larger numbers 
of stockholders will continue. For one 
thing, it will be fostered by the fiscal 
policies of the government. High taxes 
on income and estates will continue to 
force the breaking up of large estates 
and the redistribution of large blocks 


- of securities of all kinds. The record of 


the nation’s banks during many years 
has created confidence in the investing 
public. The ranks of investors have been 
extended appreciably during these 
times, and more and more banks are 
actively encouraging wider distribution 
of their stock as a good business prac- 
tice. 


(Other features of corporate ownership analysis 
are cited in surveys in TRUSTS AND ESTATES issues 
of: Feb. °46 (p. 149), May °46 (p. 459/64), 
July ’48 (p. 9). 
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English vs. U. S. Taxes 


Sir Stafford Cripps told the House of 
Commons that Britain will have imposed 
taxes equal to $276 for each man, wo- 
man and child in the United Kingdom 
in the current fiscal year ending March 
31. This was broken down into $156 
direct taxation and $120 indirect. 

The United States in the same period 
will have imposed per capita taxes of 
$264, of which $208 will be direct and 
$56 indirect, he said. 
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Trust Provisions of a Will 


INCE the so-called “marital trust” 

has been extensively covered by 
others, the “marital trust” is omitted 
here. This should be borne in mind 
when the suggested provisions are ex- 
amined. For example, the clause au- 
thorizing the Trustees (other than tes- 
tator’s wife and any children of his 
who may be acting as Trustees) to dis- 
tribute principal to the income benefi- 
ciary of any trust would ordinarily be 
changed to provide that any payments 
of principal to the testator’s wife should 
first be made from the principal of the 
marital trust. 


The following provisions have been 
prepared with a view to illustrating the 
various types of trust provisions which 
are sometimes used and at the same 
time covering as many different types of 
trusts as possible. No single will, of 
course, would be likely to contain all 
of the types of trusts illustrated below. 


Annuity 


A. If my friend, Henry Roe, now re- 
siding in Boston, Massachusetts, shall 
survive me, I give and bequeath to him 
an annuity at the rate of Two thousand 
four hundred dollars ($2,400) per year 
so long as he shall live. 


B. If my friend, Frank Smith, now 
residing in Philadelphia, Pennsylvania, 
shall survive me, I give and bequeath 
to him an annuity at the rate of One 
thousand eight hundred Dollars ($1,- 
800) per year ‘so long as he shall live. 


C. I direct that my Executors shall 
in their absolute discretion provide for 
payment of each of said annuities 
(a) by purchasing from a life insurance 
or annuity company of good standing 
in the United States or elsewhere non- 
assignable annuity contracts providing 
for payment of each of the annuities 
substantially in accordance with the 
foregoing provisions of this Article and 
by delivering each of the annuity con- 
tracts so purchased to the respective 
annuitant, which delivery shall consti- 
tute complete satisfaction of each of the 





These clauses are taken from material presented 
by Mr. Gray on February 2, 1949 at a joint meeting 
of the Sections on Drafting of Legal Instruments 
and Wills, Trusts and Estates of the Association 
of the Bar of the City of New York. 
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annuities, or (b) by transferring to my 
Trustees to be held in separate trusts 
such amounts as my Executors shall in 
their absolute discretion consider ade- 
quate to provide for the payment of 
each of the annuities in, semi-annual 
installments from the net income and, 
to the extent necessary, the principal 
thereof, in each and every year. I di- 
rect my Trustees to invest and reinvest 
any such separate trust funds and to 
pay the annuities in semi-annual install- 


ments from the net income and, to the 


extent necessary, the principal of each 
of the trusts. My Trustees shall deter- 
mine in their absolute discretion what 
portion of the income received by them 
during any particular period is re- 
quired for payment of each of the an- 
nuities or for payment of other prior 
charges. 


I give and bequeath any surplus net 
income to my wife, Mary Doe, so long 
as she shall live. Upon the death of my 
wife, or upon my death if my wife 
shall not survive me, I give and be- 
queath any surplus net income in equal 
shares, one share to each child of mine 
who ‘shall be living from time to time 
and one share among the issue who 
shall be living from time to time of 
each child of mine who shall have died 
or, if there shall be no such children 
or more remote issue of mine, as if I 
had died intestate at the time of the 
receipt of such income by my Trustees. 


D. Each trust established for the 
payment of an annuity as above ‘provid- 
ed shall terminate upon the death of 
the respective annuitant. Upon such ter- 
mination the entire principal or the 
remaining principal of the particular 
trust, as the case may be, shall be dis- 
tributed to my wife, Mary Doe, or, if 
she shall not be living at the time of 
such termination, among such of my 
issue as shall then be living or, if there 
shall be no such issue of mine then 
living, as if I had then died intestate. 
Each trust established for the payment 
of an annuity as above provided shall 
also terminate if all of the income and 
principal thereof shall be used to pay 
the annuity installments, in which event 
neither my Executors nor my Trustees 
shall be under any further liability. 





E. If either of the annuitants shall 
die on a date other than a semi-annual 
annuity payment date there shall be 
paid to the estate of the annuitant so 
dying a pro rata portion of the annuity 
for the period from the date of the 
last semi-annual annuity payment date 
to the date of the annuitant’s death. 


F. Until annuity contracts have been 
purchased or separate trusts established 
as provided above, I direct that my Ex- 
ecutors shall pay each of the annuities 
in semi-annual installments out of the 
net income and, to the extent necessary, 
the principal of my residuary estate. 


G. The first installment of each an- 
nuity shall become payable six months 
after the date of my death and subse- 
quent installments at the end of each 
six months thereafter and the first in- 
stallment shall be paid when it becomes 
payable or as soon thereafter as is 
compatible with proper administration 
of my estate. 


Annuity Trust 


A. If my sister, Jane Doe, shall sur- 
vive me I give and bequeath the sum 
of One hundred thousand Dollars 
($100,000) to my Trustees to be held 
in a separate trust for the benefit of 
my sister and the entire net income 
therefrom shall be paid to her so long 
as she shall live. If the net income shall 
be less than Three thousand six hundred 
Dollars ($3,600) for any full year, my 
Trustees shall pay my sister so much 
of the principal of the trust as shall be 
necessary, when added to the amount of 
net income paid to her during such full 
year, to equal Three thousand six 
hundred Dollars ($3,600) for the par- 
ticular year. Until the entire principal © 
of the trust shall have been distributed 
by my Executors to my Trustees, I di- 
rect my Executors to pay out of the 
income of my residuary estate or, if 
the income shall be insufficient, out of 
the principal of my residuary estate, an 
amount equal to interest on said sum 
of One hundred thousand Dollars 
($100,000) at the rate of 3-6/10% per 
annum, and such payments shall be in 
lieu of any interest or income to which 
my sister might otherwise be entitled 
by law during the period from the date 
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of my death to the setting up of such 
trust. I also authorize my Executors 
and my Trustees, as the case may be, 
whenever necessary to make temporary 
advances to my sister out of principal 
in anticipation of the receipt of income, 
such advances to be restored to princi- 
pal to the extent possible when the in- 
come is actually received, it being my 
intention that so far as possible my 
sister shall receive Three hundred Dol- 
lars ($300) monthly. 


B. References throughout this Arti- 
cle to “year” or “particular year” shail 
be deemed to be references to fiscal 
years, the first of which shall begin with 
the date of my death, and in case of 
any period of less than a full fiscal year 
any payments from principal shall be 
prorated. 


C. Upon the death of my sister, the 
trust shall terminate and so much of 
the principal as shall remain, if any, 
shall be distributed among such of the 
issue of my sister as shall survive her 
or, if there shall be no such issue, 
among such of my issue as shall survive 
my sister or, if there shall be no such 
issue of mine, as if I had died intestate 
immediately after the death of my sister. 


D. If my sister shall not survive me 
I give and bequeath said sum of One 
Hundred thousand Dollars ($100,000) 
among such of the issue of my sister as 
shall survive me. 


E. If neither my sister nor any issue 
of hers shall survive me, said sum of 
One Hundred thousand Dollars ($100,- 
000) shall be disposed of as a part of 
my residuary estate. 


Exercise of Power of Appointment 
in Trust 


Pursuant to paragraph A of Article 
THREE of the will of my father, Ro- 
bert Doe, who died on October 8, 1939 
a resident of Westchester County, New 
York, a trust was created for my bene- 
fit and I was granted a certain power 
of appointment over the principal of 
such trust. By an instrument executed 
by me on June 30, 1943, I released in 
part the power to appoint the principal 
of the trust in such manner as to limit 
the persons or objects in whose favor 
I might exercise the power. I hereby 
exercise said power of appointment as 
so partially released, as follows: 


A. I give, devise, bequeath and ap- 
point the entire principal of said trust 
to my Trustees hereunder to be held 
by them and to be divided and set apart 
into equal shares, one share for each 
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child of mine who shall survive me 
and one share for the issue collectively 
who shall survive me of each child of 
mine who shall have predeceased me. 


I. Each such share so set apart for 
the issue collectively of a predeceased 
child of mine shall be distributed among 
the issue for whom it was set apart. 


II. Each such share so set apart for 
a surviving child of mine who was born 
after the death of my father shall be 
distributed to such child. 


III. Each such share so set apart for 
a surviving child of mine who was born 
prior to the-death of my father shall 
be held by my Trustees in a separate 
trust for the benefit of the child for 
whom the share was set apart and shall 
be disposed of as follows: My Trustees 
shall pay the entire net income there- 
from to the child so long as the child 
shall live. Upon the death of the child 
my Trustees shall distribute the princi- 
pal of the trust among such of the 
issue of the child as shall survive the 
child or, if there shall be no such issue, 
among such of my issue as shall survive 
the child or, if there shall be no such 
issue of mine, to my wife, Mary Doe, 
if she shall survive the child.* 

B. If no issue of mine shall survive 
me, I give, devise, bequeath and ap- 
point. the entire principal of said trust 
to my wife, Mary Doe, if she shall sur- 
vive me. 

C. If no issue of mine shall survive 
me and my wife shall not survive me, 
I expressly declare that I do not exer- 
cise said power of appointment as so 
partially released. 


Complex Residuary Trust 


All of the rest, residue and remain- 
der of my estate, real and personal, of 
whatsoever nature and wheresoever 
situate, to which I shall be in anywise 
entitled’ at the time of my death, in- 
cluding any legacy or devise which may 
lapse or be invalid or for any reason 
fail to take effect and including all 
property (except the property referred 
to in the preceding Article of this Will) 
over which [| shall have at the time of 
my death any power of appointment or 
disposal which I shall not have other- 
wise exercised or released, shall be dis- 
posed of as follows: 


It is important that the draftsman omit the 
creation of a second power of appointment, even 
a so-called non-taxable power, because under Sec- 
tion 811(f)(2) of I. R. C., if a power to appoint 
is exercised by creating another power to appoint 
such first power shall not be considered an excepted 
power. In this connection a power in the trustees 
to pay over principal would probably be regarded 
as a power of appointment and should therefore 
not be included. 





A. If my wife, Mary Doe, shall sur- 
vive me, I give, devise, bequeath and 
appoint my entire residuary estate to 
my Trustees, to be held in a separate 
trust and I authorize my Trustees, so 
long as my wife shall live, to pay the 
net income of the trust to or among 
such one or more or all of my wife and 
children and more remote issue (wheth- 
er or not the parents of any such more 
remote issue shall have died) as shall 
be living from time to time, and in 
such proportions as my Trustees (other 
than my wife and any children of mine 
who may be acting as Trustees) shall 
deem advisable in their absolute discre- 
tion. In determining the amount of net 
income to be paid to my wife and chil- 
dren or more remote issue my Trustees 
(other than my wife and any children 
of mine who may be acting as Trustees) 
may but shall not be required to take 
into consideration any other income or 


property which may be available to [| 


them from any other source. 


B. Upon the death of my wife, the f 
principal of the trust shall be distributed | 
to or among such one or more or all 


of my issue, spouses of any such issue, 
and donees described in Sections 812- 
(d) and 86l(a)(3) of the Internal 
Revenue Code as in effect at the date 
of death of my wife, or to a trustee or 
trustees for the benefit of any one or 
more or all of such persons, in such 
proportions and subject to such terms 
and conditions, as my wife shall appoint 
by will admitted to probate. 


C. If and to the extent that my wife 


shall fail effectively to exercise such | 


power of appointment, or upon my 
death if she shall not survive me, the 
remaining principal, or my entire resi- 
duary estate, as the case may be, shall 
be divided and set apart into equal 
shares, one share for each child of mine 
who shall be living upon the death of 
the survivor of my wife and myself and 


one share collectively for the spouse or | 


issue or both who shall then be living 
of each child of mine who shall have 


died. 
I. Each such share so set apart 


for a living child of mine who shall § 
have reached the age of forty years § 


shall be distributed to the child for 


whom the share was set apart. 


II. Each such share so set apart for 
a living child of mine who shall not 
have reached the age of forty years 
shall be held in a separate trust for the 
benefit of the child for whom the share 
was set apart and the entire net in- 


(Continued on page 230) 
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OPERATION C. T. FE. 


STEPS in STARTING a 


F first importance in setting up a 

Common Trust Fund is the enab- 
ling legislation. If the final draft of 
your Common Trust Fund Act has not 
been completed, I would suggest—make 
it simple, free of unnecessary verbiage. 
In the States where the enabling Acts 
have restated Section 17 of Regulation 
F of the Federal Reserve Board in their 
own peculiar way and have added other 
requirements, the banks and trust com- 
panies have encountered difficulties in 
compliance and delays in obtaining ad- 
vantage of the beneficial changes in 
Regulation F. 


Based on results of experience of the 
past ten years, the major tasks may be 
set forth as: 


1. Preparation of the written plan 
required by Section 17 of Regu- 
lation F 

2. Screening of trust accounts to de- 
termine those eligible for invest- 
ment 


3. Investment review of the eligible 
accounts to determine which se- 
curities should be sold for invest- 
ment in the fund 

4. Determination of the investment 
policies and procedures to be fol- 
lowed in the management of the 
Fund portfolio and in selection of 
the individual securities 

5. Establishment of necessary record- 
keeping and controls 


6. Preparation of records required 
for reporting tax information 

7. Provisions for over-all supervision 
of the Fund at the time of its 
operation when accounts are en- 
tered and withdrawn. 


First of all, select a man in the or- 
ganization to supervise the setting up 
and operation of the Fund. Even though 
the man in charge of each division will 
be responsible for the phases of the 


Based on recent address before Fiduciaries Sec- 
tion, District of Columbia Bankers Assn. 
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work that come within his province, a 
man in charge of the over-all operation 
can see that all units, individuals and 
activities are carefully coordinated. 


Secondly, assemble the key people of 
the various divisions of the Trust De- 
partment—Administrative, Investment, 
Accounting, Tax, etc., who will form 
the General Staff and present to each 
a copy of the Common Trust Fund 
Handbook (2nd Edition, published by 
Trust Division, A.B.A.) with the re- 
quest that this 104-page Common 
Trust Fund bible be read prior to the 
next meeting. 


At the second meeting, assign specific 
tasks, (outlined below) to each mem- 
ber and hold a preliminary discussion 
on the written Plan. Consultation with 
banks operating Common Trust Funds 
may also be advisable with respect to 
experience in general operation of the 


Fund. 

At the third meeting, legal counsel, 
who will be responsible for drafting the 
Plan, should take part in discussion of 
the operating details to be incorporated, 
including: 

Title or Name—Should the word 
“common” be used in the title? The 
pros insisting that it correctly identifies 
the type of Fund, the cons that the word 
conveys implications of second-rate, or 
solely common stock. 


Fiscal or Calendar Year—The de- 
terminant here is accommodating the 
work to periods not already heavily 
burdened with tax and other activities. 


Quarterly or Monthly Operation— 
For most Funds, quarterly operation 
dates are more practical and economical. 
The monthly operations are advantage- 
ous for very large Funds, especially 
during the initial stages in permitting 
a more even flow of funds for invest- 
ment. 


Income Allocation M ethod—The 


choice is cash allocation, accrual, and 
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accrual pay-out. The last method has 
been adopted by many trust companies 
after experience with the other two sys. 
tems since 






1. Accounts entering the Fund are 
required only to pay the current 
principal value of the units ac- 
quired—there is no income charge 
as would be the case under the 
accrual method 










2. New accounts receive full share of 
income at the first quarterly dis- 
tribution after admission date— 
there is no lag in income payments 
as is the case in both the cash 
allocation and straight accrual 
basis 











3. Accounts withdrawing receive, at 
time of withdrawal, all the income 
due with no remainder undistribu- 
ted interest as is the case in both 
cash allocation and accrual 
method. 









The only danger in the accrual pay- 
out method is the possibility that ac- 
crued interest paid may later be de- 
faulted at the coupon collection date or 
the remote possibility that a dividend 
on a stock selling ex-dividend may by 
some contingency not be paid. 









Investment Provisions — Amortiza- 
tion, etc. It is best to provide the wid- 
est discretion in the drafting of this 
section of the Plan. When restrictive 
provisions are inserted, operating ex- 
periences sometime necessitate amend- 
ments and changes in the Plan. As to 
amortization, see opinion by Surrogate 
Delehanty of New York in the account- 
ing proceeding on the Bank of New 
York Common Trust Fund*. 


It is not necessary to state the initial 
value of the unit in the Plan. Many 
trustmen are opposed to its statement 
for the reason that it has no significance 
after the first operation and may be 
misconstrued to be a par against which 
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future values of the Fund may be 
measured. The unit value is determined 
by the smallest amount which you wish 
to keep invested. The majority of Com- 
mon Trust Funds have used $10. as their 
original value. It is always desirable to 
have a certain amount of uninvested 
principal available in testamentary and 
irrevocable trusts entirely invested in 
the Fund for capital gains taxes or 
other principal charges. 

No need has been found for partici- 
pation certificates as evidence of owner- 
ship, especially as Regulation F states: 
“No bank administering a Common 
Trust Fund shall issue any document 
evidencing a direct or indirect interest 
in such Common Trust Fund in any 


form which purports to be negotiable - 


or assignable.” 

The need for an outside auditor is 
a question for each” bank to decide. 
Such an audit is evidence to co-trustees 
and beneficiaries that an independent 
check is being made of the Fund opera- 
tions. A further advantage may be ob- 


‘tained by check of both principal and 


income calculations at the quarterly 
dates. 


Functional Preparations 


Concurrent with development of the 
written plan, the following tasks would 
be under way in the various divisions: 


Administrative — Listing of all ac- 
counts with a value of under $50,000. 
so that the trust instrument of each 
can be examined to determine its quali- 
fication and eliminate: 

1. Accounts where investment pro- 
visions prevent use of either a 
legal or discretionary Fund; 

2. Accounts whose situs is outside 
the local jurisdiction; 

3. Any account which cannot meet 
the test of a bona-fide trust. 


As the regulations provide “if two 
or more trusts are created by the same 
settlor or settlors and as much as one- 
half of the income or principal or both 
of each trust is (presently) payable or 
applicable to the use of the same per- 
son or persons, such trusts shall be 
considered as one and may not exceed 
the $50,000. limitation,” such accounts 
should be earmarked. The list should 
be sub-divided between discretionary 
and legal accounts to determine the 
need for a legal Fund and further class- 
ification in both categories between sole 
trustee and co-trustee is desirable. Sole 
trustee accounts can best be used as 
the nucleus of the Fund; it will be 
easier to explain to co-fiduciaries when 
the Fund is in actual operation. 
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Investments—Some companies have 
considered it to be advantageous to run 
a dummy account but there is little 
difference between the management of 
a Common Trust Fund and investment 
supervision of a large unrestricted sole 
trustee account. 


As the reputation of all of us who are 
operating Common Trust Funds is at 
stake, the need for the utmost care in 
investment policies cannot be stressed 
too strongly. We cannot afford bad 
records in investment management. 


When the Administrative Division 
has completed its qualification and 
classification, the Investments Division 
can review the sole trustee accounts to 
determine which securities can be sold 
for investment of the proceeds in the 
Fund. All Series “G” Bonds, under a 
ruling of the Treasury Department, 
may be transferred at par into the Com- 
mon Trust Fund for participating units 
at their current valuation. In selection 
of the securities to be sold, the primary 
problem will be the effect on the income 
return of the individual account and, of 
next importance, the acceptance of 
losses that may exist in holdings. There 
is much to be said in favor of the 
gradual transfer of an account from its 
individual securities to its entire in- 
vestment in the Common Trust Fund. 
It is important that carefully prepared 
minutes be kept of the performance of 
Trust Investment committee reviews and 
recommendations. 


Accounting and Taxes—The account- 
ing is not fraught with insurmountable 
difficulties. Present bookkeeping records 
will care for a large portion of the work. 
The auxiliary records required by the 
Fund are only those necessary to pro- 


‘vide a better control and more readily 


available information on operating de- 
tails. (c.f. Committee on Trust Opera- 
tions,—Pa. Bankers Assn.—Suggestion 
Memo No. 9, entitled “Accounting for 
Common Trust Funds.”’) 


No insuperable tax problems have 
arisen in banks operating Common 
Trust Funds. Section 169 of the Internal 
Revenue Code and the regulation there- 
under define the Federal Income Tax 
requirements of the Fund. It may also 
be necessary to make provisions for an 
accounting of local taxes to which the 
participating trusts may be subject. 


Inauguration and Allocations 


With ratification of the Plan by the 
Board of Directors and completion of 
the tasks assigned to the men in the 
various divisions, a date can be set for 





transfer of cash from the approved ac- 
counts to the principal account of the 
Fund and crediting of accounts with 
participating units (amounts less than 
a full unit is left uninvested). The cash 
in the Fund is then invested in the se- 
curities selected by the Trust Invest- 
ments Committee. 


A record is kept, between operation 
dates, of accounts that are to be invested 
in or withdrawn from the Fund. The 
Fund securities are valued at quarterly 
operation dates and the uninvested prin- 
cipal cash added. The total, divided by 
the number of units outstanding, gives 
the unit value basis for admissions and 
withdrawals. 


If accrual pay-out method of income 
allocation is used, the income collected 
since the last operation, the calculated 
income of accrued interest on bonds to 
the valuation date, and the amount due 
on stock selling ex-dividend on or be- 
fore the valuation date represent the 
amount earned during the period. This 
sum, divided by the number of units 
outstanding, determines the amount 
earned per unit. A tabulation then is 
made of the amount to be credited to 
each account and the total to be charged 
against the income account of the Com- 
mon Trust Fund. The resulting over- 
draft in the income account is covered, 
by many companies, through mainten- 
ance of a sufficient uninvested principal 
balance. 


Investment of Co-Fiduciary Accounts 


After operation for six months or 
more, a report of the Fund audit can 
be shown to co-fiduciaries of accounts 
of under $50,000. It is recommended 
that a meeting be held in advance with 
all the personnel who have contact with 
co-fiduciaries to brief them in all phases 
of the Fund’s operation which they may 
be required to explain in personal con- 
ferences. While there will always be 
some refusals, it is likely that you will 
obtain a greater number of acceptances 
when thought and care is devoted to 
exposition of the Common Trust Fund 
advantages and operation. Some of the 
reasons that may be advanced for not 
investing in the Common Trust Fund 
are: 


1. The desire to manage the individ- 
ual investments; 

2. The desire for a higher income 
regardless of risk that may be 
obtained from certain individual 
investments ; 

3. The desire for greater appreciation 
of principal in common stock in- 
vestment. 


215 





CHARTERED 18853 


United States Trust Company 
of New York 


Statement of Condition, March 31, 1949 


ASSETS 
Cash and Due from Banks 


Loans and Discounts 


$ 27,111,630.71 
38,702,893.61 
76,613,948.53 
6,819,233.10 
3,960,990.83 
840,000.00 
4,664,513.04 
586,833.32 
1,400,000.00 


ne eee 


United States Government Obligations 
State and Municipal Obligations 
Other Bonds . Sart Seer a 
Stock of the Federal Reserve Bank 
Real Estate Mortgages . 

Accrued Interest Receivable . 


Banking House . 


LIABILITIES 
$ 4,000,000.00 
24,000,000.00 
1,735,357.99 


Capital Stock 
Surplus Fund 
Undivided Profits 
Total Capital Funds 
Deposits 


$ 29,735,357.99 
127,620,083.11 
1,814,560.39 
709,582.69 
56,257.02 
350,000.00 
14,201.94 


| eS lll 


General Reserve . 

Reserved for Taxes, Interest and Expenses . 
Unearned Discount * fe 

Dividend Payable April 1, 1949 

Other Liabilities 


United States Government Securities are shown at cost amortized to earliest 
call date, all other securities at market value or amortized cost whichever 
is lower. Securities carried at $3,951,141.31 have been pledged to secure 
public deposits and for other purposes as required or permitted by law. 


TRUSTEES 


Wituiamson Pett, Chairman of the Board 
BENJAMIN STRONG, President 


HERMAN FrascH WHITON 
Joun M. Hartan 
WituraM A. W. Stewart 
ALEXANDER STANDISH 
James M. TrENARY 


HaMILTon HaDLey 
Francis T. P. Puimpton 
G. Forrest BuTTERWORTH 
James H. Brewster, Jr. 
Epwin S. S. SUNDERLAND 


JoHN SLOANE 

Joun P. Witson 
BarkKuie Henry 
GerorceE DE Forest Lorp 
Ro.anp L. RepmMonp 


Member 
Federal Reserve System 


New York Clearing House Association Federal Deposit Insurance Corporation 


While the answer to these objections 
is the increased safety of both principal 
and income for the accounts, it some. 
times requires our best ability to win 
over co-fiduciaries. 


Economies Obtained 


In the beginning comes the expense 
of the planning and installation phases, 
frequent review of smaller accounts to 
better time the conversion of securities 
into cash, the interviewing and explana- 
tion to co-trustees, and the initial in. 
vestment of the Fund. But when this 
work is accomplished, the bookkeepers 
will note a reduction in items handled 
both in collection of income and princi- 
pal transactions. The volume of secur- 
ity handling and vault work will decline, 
The addressograph or punched card 
recordkeeping, and attendant tabulation 
work will be reduced when it is no 
longer necessary to have plates or cards 
for numerous individual security hold- 
ings. 

The income distribution and account- 
ing work will be simplified and much of 
the present calculation work reduced in § 
fee, remittance, and statement prepara- 
tion. Tax work—Federal Income, Capi- § 
tal Gains and Losses, and Local Taxes, 
will be both simplified and standard- 


ized. 


Administrative and investment work 
will be minimized as, after authoriza- § 
tion is received to place the account in 
the Fund, there is no further need to 
consult co-fiduciaries with respect to 
investment changes. There are also few- 
er questions in regard to the account's | 
operations requiring correspondence 
and investigation. With an account en- 
tirely invested in the Common Trust 
Fund, individual account investment 
reviews are unnecessary. This means | 
elimination of the list of individual 
items by typewriter, addressograph, or 
tabulating machines with the attendant 
pricing valuation and review program 
presentation. The Trust Investments 
Committee’s time is likewise saved for 
more important problems. 


We cost analyzed the total annual 
operation of a $25,000 account entirely 
invested in the Fund and the cost of a 
$25,000 account containing four bonds, 
five preferred stocks, and ten common 
stocks. The account in the Fund had 
an annual cost of $55.47 and the ac 
count invested in individual securities 
a cost of $142.53—a saving of 61%. 

The Common Trust Fund also pro 
vides added safety to principal and in- 
come and affords an opportunity for 
greater service to the community. 
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Insurance-T rust Council News 


Planning 1n Perspective 


OME 350 attorneys, life underwriters 

and trustmen attended the seminar 
and dinner meeting sponsored by the 
Chicago Life Insurance and Trust 
Council on March 18, to hear a discus- 
sion on “Estate Planning in Modern 
Perspective,” prepared by Mayo A. 
Shattuck of Boston, who was prevented 
by illness from appearing in person. 
Mr. Shattuck was represented by Philip 
J. Woodard, an associate in his firm. 

Venturing a prophecy as to the next 
generation’s developments affecting 
estate planning, Mr. Shattauck made the 
following observations: 

First: It is not likely that many indi- 
viduals of our coming generations will 
be able honestly to save a great fortune 


or even a substantial fortune, in intang- 


ible personal property or securities, due 
to the continued heavy burden of in- 
come taxation. We shall never abandon 
either the income tax or the surtax 
principle. That in itself means, if it is 
a true prophecy, that we shall have a 
varying ceiling but an effective ceiling, 
nevertheless, upon what we are allowed 
to keep from our earnings. 


Second: We cannot legitimately be- 
lieve that there will be less burden of 
death taxes. -It seems likely, indeed, that 
the proposed correlation or integration 
of the various types of tax upon inter 
vivos and testamentary transfers is 
likely to be enacted, with a number of 
variations. Every transfer, during life 
or at death, is likely to carry its con- 
tribution to the national treasury. 


Third: lf the first and second prog- 


nostications are accurate, the emphasis 
upon the importance of life insurance 
is bound to grow markedly. This would 
be true, anyway, for life insurance is 
one of the soundest social and economic 
ideas ever invented by the mind of man. 
But under indicated tax conditions it 
will continue to be of increasing use in 
all phases of estate planning. If there 
is little liquidity upon death, insurance 
can supply it; if, on the other hand, the 
estate be sufficiently liquid it will still 
be welcome, for it furnishes valuable 
diversification for any protective pro- 
gram. Hopefully, one may believe that 
over the long run our people may be 
given income tax deductions and even 
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estate tax deductions, once again, for 
insurance plans of certain types. 


Fourth: It must inevitably follow 
from the first two conditions, especially 
if the purchasing power of the dollar is 
depressed, that the aggregate wealth will 
be more widely spread; that more 
middle class citizens will have need of 
estate plans and, very significantly, that 
more and more grantors will be leaving 
a managerial problem behind them 
rather than a mere investment problem. 
There will be fewer portfolios of mixed 
stocks and bonds and other securities. 
There will be more situations where the 
family drug store, or paint shop, or 
printing plant, will be left in the hands 
of trustees, not to liquidate and sell 
forthwith, but to manage and make 
earn as long as it sensibly can be done. 
This will require new methods of draft- 
ing. It will also require a new and more 
alert and competitive trusteeship, with 
less emphasis upon liquidation and con- 
servation and more upon preservation 
and cultivation of earning power. 


Progressive Thinking Stressed 


Trustees who surrender to the “Series 
G Complex” or who fail to use broad 
powers affirmatively instead of merely 
relying upon them for protection will 
find that they are no longer serving the 
needs of the modern American business 
proprietor and family chief. Lawyers 
who draft plans with limited imagina- 
tion and insufficient flexibility will ob- 
serve that some newer and brighter 
mind has made off with their clients. 
Insurance men who insist upon old- 
fashioned and rigid option settlement 
techniques will be peddlers rather than 
professional men, as they now have the 
right to be and to some extent actually 
are. Accountants who see everything 
merely in static cross section rather 
than in terms of progressive profit and 
loss will be useless in the great game 
played by the estate planning team. 


Fifth: As these marvellously flexible 
arrangements are more continuously 
brought into being it will become clearer 
and clearer that the use of the will is 
beset with all manner of troublesome 
limitations. First, all during a life be- 
set with possibilities of physical, mental 


and nervous disturbances, the will is 
helpless to give protection. But its 
cousin, the revocable trust, which may 
well include intangible assets, proprie- 
tary interests and insurance policies, 
gives actual protection and the assur- 
ance that comes from realization that 
the plan is made, the team is formed, 
which will continue on, if the donor so 
wills, to death, through death and 
thereafter during whatever period the 
law permits. 

In the second place the will gives 
no privacy and it is expensive. In the 
third place the will is vulnerable to at- 
tack, its maker having died; the trust 
is not. In the fourth place the will is 
implacably governed by the law of the 
domicile of the testator at the time of 
his death—speaking broadly—while the 
trust may choose its own law practic- 
ally without restraint. Finally the will 
gives no protection against the claims 
of creditors while, amazingly enough, 
the trust may do so even though revoc- 
able, to what in some states, like Mass- 
achusetts, is a formidable extent. 


If the revocable trust is thus a much 
more useful servant of the estate plan- 
ner than the will can ever be, we may 
expect the use of the living trust to in- 
crease and the use of the will to decline. 
That trend is already markedly under 
way. It happens, also, that this is the 
greatest psychological boom that ever 
happened for insurance for the process 
of planning always calls for more in- 
surance. 

Finally, the hall mark of the next 
generation in the art of estate planning 
will be mobility and flexibility of opera- 
tion. Estate planners must take nothing 
for granted; they must gather painstak- | 
ingly all the facts and see them in a 
reasonable proportion, rejecting all im- 
pulse to overweight the plan in one di- 
rection or the other; they must be ab- 
solutely frank in their recommendations, 
free from all bias or thought of personal 
gain. They must then create a structure 
which never will crystallize into rigid 
posture but leave future solutions in 
large part to future fiduciaries. Having 
done this they will have discharged 
their professional duty, if, of course, 
they know their business. 
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Philadelphia 


The Philadelphia Life Insurance and 
Trust Council on March 31 presented a 
“Stump-the-Experts” Panel on Estate 
Planning. With Robert E. MacDougall 
of Girard Trust Co., as moderator, the 
panel consisted of John J. Buckley, 
Provident Trust Co.; Melville F. Amb- 
ler, Land Title Bank & Trust Co.; Wil- 
liam T. Fleming, Phoenix Mutual Life 
Ins. Co.; Carl D. H. Prussing, Connecti- 
cut General Life Ins. Co.; Daniel E. 
Dean, C.L.U., Equitable Life Assurance 
Co., and Kenneth W. Gemmill, of 
Barnes, Dechert, Price, Myers & Clark. 

Before an audience of some 125 in- 
surance and trustmen, the panel covered 
about twenty of the thirty-two questions 
submitted. Prizes were awarded to the 
best questions submitted, as follows: 


First Prize: Frank C. Trimble, Estate 
Planning Officer, Provident Trust Com- 
pany. 

Second Prize: Wm. B. Holmes, North- 
western Mutual Life Insurance Co. 

Third Prize: Ralph H. Rice, Jr., of 


the Prudential Life Insurance Company. 


The questions were: 

1. What is the best way to arrange 
insurance purchased on a wife’s life 
to guarantee the children the net Estate 
Tax savings possible as a result of the 
passage of the 1948 Act? Who should 
apply for it? Who should own it? Who 
should pay the premiums? Who should 
be the beneficiary? 


2. Are there any real problems in- 
volved for the man with an estate of 
$500,000 who feels he is all set because 
he has “Left Everything” to his wife 
to do with as she pleases? There are 
children in the picture. 


3. Why should I buy additional Life 
Insurance for Estate Tax purposes. I 
have a grown son, established in his 
business. I am age 52—wife age 48. I 
have $100,000 life insurance, mostly 
under options, to my wife. Also listed 
stocks and bonds with market value of 
$200,000. I have plenty for my wife— 
why should I add to my Life Insurance? 


Pittsburgh 


“Investments And Trends In Interest 
Rates” was the subject of an address by 
F. Brian Reuter, vice president, Mellon 
National Bank and Trust Company, 
Pittsburgh, at the February meeting of 
The Pittsburgh Life Insurance and Trust 
Council. 


The Pittsburgh Life Insurance and 
Trust Council joined with the local 
Corporate Fiduciaries Association and 
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Life Managers Association as hosts at 
a reception and dinner meeting on 
March 29 for Robert Dechert, of the 
Philadelphia law firm of Barnes, 
Dechert, Price, Smith & Clark. Mr. 
Dechert spoke on Present Day Estate 
Planning. . 


Los Angeles 


At the February meeting of the Life 
Insurance and Trust Council of Los An- 
geles, an analysis of the decisions and 
the dissenting opinions in the Church 
and Spiegel cases, recently decided by 
the United States Supreme Court, was 
given by Adam Y. Bennion, tax attor- 
ney and member of the local law firm of 
Mackay, McGregor, Reynolds and Ben- 


nion. 


Fort Worth 


The Trust Council of Fort Worth 
presented Virgil T. Seaberry, Eastland 
attorney, at its March meeting. The 
subject of Mr. Seaberry’s remarks was 
“By Their Wills, You Shall Know 
Them.” 


San Angelo. 


At the quarterly meeting of the San 
Angelo (Tex.) Estates Analysis Coun- 





cil held March 24, Clarence E. Sample, 
vice president and trust officer of the 
Mercantile National Bank of Dallas, 
spoke on “The Function of the Corpo- 


? 


rate Fiduciary.” Approximately one 
hundred and fifty persons, composed of 
council members, local bankers, and 
other citizens, enthusiastically received 
Mr. Sample’s talk. 

This Council was organized in Sep- 
tember 1948, and has as its officers the 
following (all of San Angelo): Presi- 
dent: Joe Randal, 213 S. Van Buren 
Ct.; Vice President: Norfleet Figures, 
McBurnett Bldg.; Secretary-Treasurer: 
L. J. Alexander, trust officer of San 
Angelo National Bank. Directors consist 
of Carl Runge, attorney; Emette West- 
brook, vice president and trust officer 
of Central National Bank; Marvin Hall, 
1626 S. Monroe St.; Earl Wood, 615 
Upton St.; Gene Sedgwick, McBurnett 
Bldg. 


Milwaukee 


The Milwaukee Life Insurance and 
Trust Council was obliged to cancel its 
March 17th meeting due to the illness 
of Mayo A. Shattuck, who was scheduled 
to speak on Estate Planning in Modern 
Perspective. ; 


New Officers of the Detroit Life Insurance and Trust Council are: C. Stewart Baxter, Vice- 
President, Lantz L. Mackey, C.L.U., Secretary, Virginia M. Frazho, Assistant Secretary, 
Harry W. Short, Treasurer and E. Leigh Jones, C.L.U., President. 











219 © 





66 ENTLEMEN, we find 7 on 41 
and 2 on 36.” 


This quotation might seem to be an 
excerpt from a meeting in the cham- 
bers of the Supreme Court or from a 
rate fixing session of a Utility Com- 
mission, but it is not a product of 
either group. The chairman of the Gir- 
ard Trust Company Job Evaluation 
Committee has just started the ball 
rolling at a committee meeting by stat- 
ing the findings of the individual mem- 
bers.in reference to one of the factors 
of a particular job. 


Since much has been written and 
spoken of the principles and objectives 
of job evaluation, the procedure of in- 
stalling and administering a system, and 
the relative merits of the various 
methods, we shall confine this review 
to the work of the committee which 
is the keystone of the evaluation 
structure. 


The major function of the commit- 
tee is to evaluate each job included in 
the plan. In our company, this embraces 
all positions except officers and runs 
the gamut from messenger girls to top 
supervisors, with such positions as chef, 
carpenter, printer, and many others 
not ordinarily considered when one 
thinks of a bank, but which must be 
included if all positions are to be in 
proper relationship. 








Job Evaluation Committee 


JOHN P. ADAMS 


Personnel Officer, Girard Trust Co., Philadelphia 


Some critics of job evaluation contend 
that the end result is arbitrariness of 
someone’s opinion, inferring that the job 
evaluation procedure is somewhat of a 
guessing game. The committee secre- 
tary’s records of original determina- 
tions of each member shows this “box 
score” for the past year. 


The totals at the bottom of the “box 
score” are indicative of the “average” 
committee member. Most authorities on 
job evaluation feel that a rating only 
one step off the final agreement is good 
rating. These statistics are based on 
the findings of the individual members 
before meeting for group discussion. 
The rating average of less than 2%, in 
column nine, would appear to be 
strong evidence that the judgment does 
not have a connotation of arbitrariness. 


We have had a formalized job evalu- 
ation program for six years. Of the 
nine members on our committee, five 
have been connected with it since its 
inception and include an assistant vice 
president, two assistant secretaries, two 
assistant treasurers, the auditor, office 
manager, chief cost analyst and person- 
nel officer. 

The majority of this group are in 
Operations, which gives them daily 
contact with the work performed. This, 
together with their individual and col- 
lective business experience, has materi- 





] 2 3 4 5 6 7 8 9 
Ratings 
Ratings Ratings More Than 

No.of Jobs Factors on One Step One Step 
Member Rated Rated! Factor? %3 Of? %3 Of G3 
' 92 460 408 88.70 51 11.09 1 an 
ae 92 460 334 72.61 116 25.22 10 2.17 
Cc 91 455 363 79.78 87 19.12 5 1.10 
= 92 460 324 70.43 123 26.74 13 2.83 
ae 92 460 318 69.13 133 28.91 9 1.96 
Pe 92 _ 460 311 67.61 134 29.13 15 3.26 
se 85 425 302 71.06 111 26.12 12 2.82 
_ 92 460 361 78.48 92 20.00 7 1.52 
AER 92 460 338 73.48 110 23.91 12 2.61 
Average 91 455 340 74.72 106 23.30 9 1.98 


‘Column 2 multiplied by 5 factors. 
*Number of times first rating agreed with final rating. 

*“Batting average” of member in respect of preceding column. 
*Cases when member was one step over or under committee’s rating. 
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ally contributed to the efficient main- 
tenance of the program. The average 
age of the members is 44 years, the 
average length of service with Girard 
is 19 years, and the average service in 
the banking business is 23 years. 

The basic evaluating tools used by 
the committee member are: 


(1) the job description 
(2) a point scale for each of the five 


factors 

(3) a tabulated list of jobs evaluated 
with five-factor breakdown in 
total point progression 

(4) a tabulated list of jobs evaluated 


with five-factor breakdown in 
job number order 


The job description, prepared by 
Charles H. Hart, Jr., our Job Analyst, 
in collaboration. with the incumbent, is 
considered valid when approved by 
both incumbent and supervisor. The 
job analyst, who serves as secretary to 
the committee, sends a bulletin to each 
member monthly setting forth the agenda 
of the next meeting: the jobs to be 
evaluated, jobs revised with only minor 
changes, and jobs reviewed but with 
no changes in the duties. Copies of the 
descriptions in the three categories are 
attached. If, in the opinion of any com- 
mittee member, a job in the second or 
third categories should be re-analyzed, 
it is included in the agenda. 

If any portion of the job description 
is not clearly described in a committee 
member’s opinion, he consults with the 
Job Analyst and it is withdrawn and 
rewritten. The individual member is 
usually familiar with the duties of the 
position, but, in cases of unfamiliarity, 
he makes his own investigation, then 
compares it with positions of similar 
characteristics, occasionally extending 
his comparison outside the company. 

After completing the preliminary 
analysis, the member allocates a point 
value for each of the five factors, which 
are mental requirements, skill require- 
ments, responsibility, physical effort, 
and working conditions. 

The point scales for the five factors 
ascending in geometrical progression 
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8-93, skill requirements 13-81, respon- 
sibility 16-150, physical effort 12-30, 
and working conditions 5-28. 

He then checks his findings in each 
of the factors, and the total number 
of points with other positions previously 
evaluated to make certain that the. job 
is in its proper relationship to all other 
positions in the company. 


The secretary consolidates the nine 
individual reports and submits them 
to the chairman immediately prior to 
the committee meeting. At the meeting 
the members gather around the confer- 
ence table, each having his book con- 
taining all the job descriptions and the 
two tabulated lists mentioned above, to- 
gether with the notes he has made dur- 
ing the course of his analysis. 


The chairman opens the meeting by 
stating the number of the job under 
consideration and the point findings of 
the members for the first factor. Where 
there is a difference of opinion, and 
there usually is, a discussion ensues, 
with the members explaining the rea- 
sons for their findings, sometimes sup- 
plemented by comments from the job 
analyst. A final “vote” is taken on each 
of the five factors. In the majority of 
cases there is unanimity, otherwise the 
majority prevails. The total number of 
points is then compared with similar 
positions as a final check. 


In a two hour session, we analyze 
from 8 to 12 jobs, depending on the 
degree of differences in opinion. Frank- 
ness is the keynote with no comments 
but it is a strict rule of the committee 
that it is concerned only with the worth 
of the job. 

Projecting the evaluation processes 
beyond individual appraisal through 
group discussion assures a_ breadth, 
depth, and maturity of consideration, 
which in our opinion is the fairest ap- 
proach to the problem for both em- 
ployee and management. 

It is our policy to have each job re- 
viewed at least once a year, and the 
job analyst maintains a tickler file for 
this purpose. We have found that a 
monthly meeting of approximately two 
hours, except in July and August, is suf- 
ficient for the committee’s part in the 
group evaluation procedure. While the 
committee is informed of salary trends, 
performance rating, and other phases 
of salary administration, the operation 
of these parts of our personnel program 
are not charged to the committee as 
such, for better results can be obtained 
by making the evaluation procedure the 
committee’s main function. 
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are as follows: Mental requirements 












Job Evaluation Committee of the Girard Trust in session 


Control of Future Business 

The only practical managerial con- 
trol on future trust business in a large 
Metropolitan trust department requires 
the use of a machine tabulating system, 
according to Francis C. Trimble, estate 
planning officer of Provident Trust Com- 
pany, Philadelphia. Writing in the Feb- 
ruary issue of the FPRA Bulletin, Mr. 
Trimble pointed out that the major 
reason for installing the system was to 
control the renegotiation of adequate 
compensation under existing will ap- 
pointments. 


By breaking down the cases into those 
where the testator (1) has agreed to 
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permit the charge of prevailing fees, 
(2) has not made any arrangements as 
to compensation, and (3) has made 
arrangements which provide unsatis- 
factory fees; the members of the Estate 
Planning Department who are charged 
with the responsibility of renegotiating 
compensation are able to determine ac- 
curately what progress is being made. 


In addition to this information, the 
cards are punched to show the volume 
and number of cases in which the com- 


‘pany is appointed by: capacity, size of 


estate, age of testator, year appointment 
secured and compensation arrangements 
completed. 
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Stock Purchase Plans 


Last September, Westinghouse Elec- 
tric Co. decided to join other industrial 
concerns who promote employee good will 
and understanding of the profit-and-loss 
system by setting up a stock purchase 
plan for their employees (T&E, Sept. 
748), but found, to its surprise, more 
worker apathy than interest. 


The terms of the plan were good: 
900,000 shares available at $3 per share 
less than the average market price dur- 
ing the month in which payments were 
completed for each share, but no lower 
than $25 nor higher than $31 a share. 
However, less than a third of the offering 
was subscribed to by less than 17% of 
eligible workers, and a falling market 
has further snarled the plan: at this 
writing the price has sunk to $23 or $2 
below the minimum necessary to make 
the plan work. 


The National Industrial Conference 
Board figures show that in 1927 more 
than a million workers had subscribed 
to over a billion dollars worth of stock 
through company plans, then, when the 
depression hit, workers took a tremendous 
loss like everyone else. This experience 
put a damper on employee stock owner- 
ship schemes for many years. In 1942 
the NICB found only 21 such plans in 
operation. The relative success of more 
paternalistic plans in which the com- 
pany adds a generous amount for every 
worker dollar led one observer to com- 
ment: “The American worker is not 
overly enthusiastic about laying out his 
own money to learn how the American 
business system works.” 


Correspondent Insurance Plan 


November, 1948, saw the end of the 
first fiscal year of operation of the Cor- 
respondent Bank Group Life Insurance 
Plan, which the Manufacturers Trust Co., 
New York, is trustee. At that time there 
were 213 participating banks with 1,898 
employees insured for over $5,500,000. 


Dividends of nearly ten thousand dol- 
lars, or 14.5% of the premiums were re- 
turned to the participating banks, and 14 
death claims were filed for $43,500 dur- 
ing the year. Although, under the terms 
of the trust agreement, Manufacturers 
Trust was permitted to deduct compen- 
sation and reimbursement for expenses 
incurred from the dividends received, no 
charge was made for the first year and 
all funds received were passed on to 
participants on a pro-rata basis. Like- 
wise, the trustee did not set up allowable 
reserves for future compensation and ex- 
penses from the first year’s dividends. 


The Capitalabor Team 





Minimum Wage Legislation 


An amended fair labor standards act 
has been passed by the House Labor 
Committee eliminating the sliding scale 
which would ultimately have raised the 
minimum wage of $1 an hour, and a flat 
75 cent figure substituted. Noting that 
as of November 1948, Tennessee, which 
is not the lowest wage state in the coun- 
try, had an average of $1.095 hourly wage 
in all manufacturing, the N. Y. Herald 
Tribune commented on the small spread 
between the proposed minimum for un- 
skilled labor and the going rate for skill- 
ed labor in this and many other areas. 
Pointing out the unfortunate effects of 
a 53% increase in many marginal indus- 
tries, the Tribune asks, “When are legis- 
lators going to realize what every bus- 
inessman knows about his costs — that 
when you raise the minimum you compel 
raises in every rate above the minimum? 
The skilled worker at $1.20 is not going 
to be satisfied to see his 80 cent differ- 
ential whittled down to 45 cents.” 




































Group insurance Bargaining 


The National Labor Relations Board 
ruled that General Motors Corp. must 
bargain with the United Auto Workers 
on changes in a group insurance plan for 
its employees. 

The ruling against G.M. is based on 
the board’s holding that pension, insur- 
ance and other such benefit programs are 
subjects for collective bargaining. Al- 
though the decision of the board was 
unanimous, J. Copeland Gray, a board 
member, said social security programs 
should not be subject to the law’s regula- 
tions under collective bargaining. 

According to N.L.R.B. findings, G.M. 
announced a new program and “engaged 
in a vigorous campaign” to get its work- 
ers to enroll in the plan. The union pro- 
tested that it had had no part in de- 
termining the terms of the plan and 
maintained that it was a proper sub- 
ject for collective bargaining. 


What Work Will Buy 


A recent analysis by the National In- 
dustrial Conference Board comes as 4 
surprise to many workers in the light 
of today’s food prices. In 1948, twelve 
hours work by the average worker would 
purchase a week’s food for his family, 
whereas, in 1914, 30 hours work was re- 
quired. Putting it another way, the 
worker had to spend ‘three-fifths of his 
income in “1914 on food, while in 1948, 
one third would have taken care of the 
grocery bill. In the last third of a century, 
food costs have gone up a little over 
150% while hourly earnings have in- 
creased more than six times. 
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ONE hundred and twenty-seven years 
ago, by special act of the legislature, the first 


trust powers ever given in the United States 
to any corporation were granted to City Bank 
Farmers Trust Company. 


EXECUTOR CUSTODIAN OF SECURITIES 
MANAGEMENT OF INVESTMENTS TRUSTEE 


TRUSTEE -UNDER PENSION AND PROFIT 
SHARING PLANS 
TRANSFER AGENT FISCAL AND PAYING AGENT 
REGISTRAR 


TRUSTEE UNDER CORPORATE INDENTURES 


MORTGAGE MANAGEMENT Hs 


- 


City Bank Farmers 
jae eens Company 





Head Office: 22 William Street, New York 
Uptown Office: Madison Ave. at 42nd Street, Brooklyn Office: 181 Montague Street 


Information may be obtained through any branch 
of The National City Bank of New York 








Trust Conference Report 





[llinois Annual Meetin g 


AILED as its best annual meeting 

in many years from the standpoint 
of attendance and program, the Trust 
Division of the Illinois Bankers Associ- 
ation convened for its twelfth reunion 
at Urbana on March 24. On the pre- 
ceding evening, C. A. Webber, chair- 
man, president and trust officer of the 
Champaign County Bank and Trust Co., 
acted as host at a dinner attended by 
66 trustmen and 52 attorneys, members 
of the local Bar Association. The din- 
ner speaker was Austin Fleming, at- 
torney in trust department of The 
Northern Trust Co., Chicago, who de- 
scribed estate planning as a teamwork 
job of the attorney, life underwriter, 
accountant and trust officer. 

The first order of business at the 
meeting proper was the election of 
officers. As successor to Division Presi- 
dent Robert R. Bunting, who is trust 
officer of Mercantile Trust and Savings 
Bank, Quincy, the delegates chose W. 
W. Hinshaw, Jr., secretary and trust 
officer of City National Bank and Trust 
Co., Chicago. Charles H. Ruedi, vice 
president of The Millikin Trust Co., 
Decatur, was elected vice president, and 
was succeeded on the Executive Com- 
mittee by William S. Turner, vice presi- 
dent of The Northern Trust Co. Kirk 
E. Sutherland was re-elected secretary. 

Following the elections, Mr. Ruedi 
reported as chairman of the Committee 
on Development of Operating Manual. 

Next, Harve H. Page, second vice 
president of The Northern Trust Co., 
rendered a brief report as chairman of 
the Committee on School for Trust 
Development, and introduced Asa J. 
Baber, assistant trust officer of Chicago 
Title and Trust Co., who, as a student 
in the first class in 1946, described the 
scope and advantages of the School. 
The next session of the School, which 
is conducted at Northwestern University, 
is scheduled for September 6 to 24. 

After preliminary remarks by the 
chairman of the Committee on Trust In- 
vestments, Charles W. Eliason, Jr., 
trust officer of the Commercial National 
Bank, Peoria, Leo V. Harnden of the 
Continental Illinois National Bank and 
Trust Co. addressed the group on Bank 
Stocks for Investment. . 
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Other committee reports followed: 


Public Relations and Education: W. 
O. Heath, assistant vice president, Har- 
ris Trust and Savings Bank, Chicago. 


Legislation: William P. Wiseman, 
vice president, Chicago Title and Trust 
Co. 


History of Illinois Trust Business: 
John L. Sunde, trust officer, Pioneer 
Trust and Savings Bank, Chicago. 


The Farm Management Section of 
the Division also held its annual meet- 
ing on this morning, under the chair- 
manship of W. P. Scott of the Peoples 
Bank of Bloomington. Some 25 mem- 
bers participated in a panel. discussion 
on various phases of farm management 
problems in the trust department. John 
H. Faird, of The Millikin Trust Co., 
was elected the new president of the 
Section. Ralph O. Stone, of First Gales- 
burg National Bank, was chosen vice 
president, and Charles H. Stinson, City 
National Bank, Kankakee, was named 
secretary. 


At the luncheon, Dr. George D. 
Stoddard, president of the University 
of Illinois, recounted his “Impressions 
of Europe and the Near East” as a 
result of his travels as a United States 
representative of UNESCO. 
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Formal invitatidn to hold their 1950 meeting 
in Rockford received by the Illinois Trust 
Division 





The meeting resumed to hear a re- 
view of recent trust decisions by Profes- 
sor M. I. Schnebly of the University’s 
College of Law. Thereafter, the dele- 
gates journeyed to the University’s 
Physics Experimental _ Laboratory, 
where Dr. D. W. Kerst of the Depart- 
ment of Physics, and inventor of the 
betatron, endeavored to explain some of 
the mysteries of neutrons, x-rays, cosmic 
rays, and the possibilities of the 300,- 
000,000-volt betetron under construc- 
tion. On this awesome note, the meeting 
was concluded. 


A more humorous tone was struck by 
the unusual invitation extended for the 
1950 meeting of the Trust Division. It 
seems that George H. Arnold, first 
president of the Division and vice presi- 
dent and trust officer of The Illinois 
National Bank and Trust Co. of Rock- 
ford, had told the Executive Committee 
meeting in February that he would like 
to have next year’s convention in his 
city. During a temporary absence by 
Mr. Arnold, the committee members 
agreed, in fun, to tell him upon his 
return that they had received a very 
formal invitation from another city 
which they had decided to accept in 
preference to his “casual” bid. 

Not to be outdone, Mr. Arnold event- 
ually replied by way of the “formal 
invite” shown in the accompanying 
photograph. The 250 pound Rock River 
stone was shipped, express collect, to 
the annual meeting and presented at 
the luncheon where the delegates en- 
joyed a good laugh. 

o:2°é 


Iowa Fiduciaries Organize 


A group of trustmen met in Des 
Moines on March 22 to form the Iowa 
Corporate Fiduciaries Association. 
Officers elected for the balance of this 
year and until September 1950 are: 
President: Noel T. Robinson, vice presi- 

dent and trust officer, Central National 

Bank and Trust Co., Des Moines. 
Vice President:.J. M. Hutchinson, vice 

president, Davenport Bank & Trust 

Co. 

Secretary-Treasurer: Raymond W. 


Jones, trust officer, Central National 
Bank and Trust Co., Des Moines. 
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Members of Executive Committee: Clyde 
H. Doolittle, vice president, lowa- 
Des Moines National Bank (Chair- 
man). Francis S. Lockwood, vice 
president and trust officer, Bankers 
Trust Co., Des Moines; George F. 
Miller, vice president and trust officer, 
Merchants National Bank, Cedar 
Rapids; Howard L. Johnson, vice 
president and trust officer Security 
National Bank, Sioux City; Mr. E. 
H. Spetman, vice president and trust 
officer Council Bluffs Savings Bank. 
It is expected that one day and pos- 

sibly two will be set aside during the 

year, at which time trust subjects will 
be discussed. The first meeting is 
planned for September. 
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Kansas Trust Meet 


More than 100 trustmen and bankers 
attended the second annual trust confer- 
ence of the Kansas Bankers Association 
at Emporia on February 10. The 112 
registrants represented 40% more than 
last year. 

John R. Tucker, trust officer of the 
First National Bank of Wichita, was 
elected president of the Trust Division, 
succeeding Guy W. Astle, trust officer 
of the First National Bank of Hutchin- 
son, who was named vice president of 
the A.B.A. Trust Division for Kansas. 


Forrest W. Boone, vice president and 


f assistant trust officer of the First Na- 


tional Bank of Coffeyville, was chosen 
vice president, and Milton F. Barlow, 
vice president and trust officer of John- 
son County National Bank and Trust 
Co., was designated secretary. 

Features of the program were ad- 
dresses on Trust Implications of the 
1948 Revenue Act, by Wichita attorney 
Ellis D. Bever, and Estate Planning by 
Floyd L: Dwight, vice president of the 
First National Bank of Minneapolis. 

Mr. Dwight pointed out that the 
trustman should thoroughly understand 
the prospect’s objectives and to this end 
should let him do the talking, else the 
plan may turn out to be, not the cus- 


tomer’s plan, but the bank’s plan. In. 


working with John Brown’s will, the 
ultimate question, said Mr. Dwight, is 
not whether the arrangement will save 
taxes or be profitable to the bank or is 
generally fine for families like Mr. 
Brown’s, but “does John Brown, taking 
all factors into account, want to estab- 
lish a testamentary trust for his family?” 


In a panel discussion on Desirable 
Trust Legislation, John E. Kirk, vice 
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president and trust officer of the Na- 
tional Bank of Topeka, stated Kansas 
trustees will have much to gain from 
the prudent man rule statute proposed 
at the 1949 session of the legislature. 


Reviewing the history of banking in 
Kansas, Mr. Kirk said that of the 608 
banks in the State, only 46 are qualified 
to act in fiduciary capacities. “There 
are people in Kansas,” he said, “who 
are more than 100 miles from any trust 
institution. These individuals will not 
normally go out of their trade territory 
for banking services or the services 
of a corporate fiduciary. As a result 
hundreds of estates are being handled 
by individual executors, administrators, 
guardians and trustees. If corporate fi- 
duciary services can be made available 
to these communities on an economic- 
ally sound basis by an institution with 
a trained trust personnel, it should be 
done.” 

Other matters considered by the 
panel, which consisted of members of 
the Trust Division’s Legislative Commit- 
tee—Mr. Barlow, chairman—included a 
common trust fund law and the Uni- 
form Principal and Income Act. 


A A A 


The estate and gift tax division of 
the Bureau of Internal Revenue has 
been transferred from the Miscellaneous 
Unit to the Income Tax Unit. 





Vermont Trust Committees 


At a meeting of trustmen sponsored 
by the Vermont Bankers Association’s 
Committee on Trust Functions in Mont- 
pelier, March 24, Vice President Wil- 
liam M. Lockwood who is president of 
Howard National Bank and Trust Co., 
Burlington, appointed the following sub- 
committee chairmen to consider and 
suggest appropriate action with refer- 
ence to some of the problems discussed. 

Administrative: E. A. Boyce, vice 
president & treasurer, Proctor Trust Co. 

Publicity: J. C. Corskie, assistant 
treasurer, Capital Savings Bank & Trust 
Co., Montpelier. 

Fees and Costs: E. J. Shea, Jr., presi- 
dent & trust officer, First National Bank, 
Bennington. 

Financial Relationships: H. F. Ord- 
way, trust officer, Howard Nat. Bank & 
Trust Co., Burlington. 

da &-.8 
Georgia Trustmen Meet 


A state-wide meeting of trust officers 
was held in Atlanta on March 23 under 
the auspices of the Committee on Trust 
Affairs, Georgia Bankers Association. 
Carroll P. Jones, trust officer of the 
Trust Company of Georgia, presided as 
Committee Chairman. Most of the ma- 
terial presented was not available at 
press time; hence’ report will be de- 
ferred until next month. 





New OFFICERS AND LUNCHEON SPEAKERS AT ILLINOIS TruUsT DIVISION 


SEATED—Left to Right: W. P. Scott, President Farm Management Section, Peoples Bank 
of Bloomington; Harry C. Hausman, Secretary I.B.A.; M. I. Schnebly, Professor College 
of Law, University of Illinois; Philip L. Speidel, Vice President, I.B.A., First National 
Bank, Lake. Forest; Chester R. Davis, Chicago Title & Trust Co., Chicago; Dr. George 
D. Stoddard, President, University of Illinois, Guest Speaker; Robert R. Bunting, President, 
Trust Division, I.B.A.; Harry E. Emerson, President I.B.A., First Bank and Trust Co., 
Cairo; C. A. Webber, Host, Champaign County Bank and Trust Co., Urbana. 


STANDING—Left to Right (NEW OFFICERS) Farm Management Section, Trust Division 


I.B.A.—Charles H. Stinson, Secretary, Millikin National Bank, Decatur; Ralph 


O. Stone, 


Vice President, First Galesburg National Bank and Trust Co., Galesburg; John H. Baird, 
President, Millikin Trust Co., Decatur; Trust Division, I.B.A.. W. W. Hinshaw, President, 
City National Bank and Trust Co., Chicago; C. H. Ruedi, Vice President, Millikin Trust 
Co., Decatur; William S. Turner, Member Executive Committee, The Northern Trust 
Company, Chicago; Kirk E. Sutherland, Secretary, Illinois Bankers Association, Chicago. 
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NEWS NOTES 


(Continued from page 202) 
Changes in Hourly Output 


The output per “man-hour” compared 
with the previous year and since 1939 
has been compared for thirty-two in- 
dustries, by the Bureau of Labor Sta- 
tistics. These changes vary from an in- 
crease in productivity of 97% between 
1939 and 1947 for rayon and allied 
products, to an 11% decline in anthra- 
cite coal. Other big gainers were: 
Electric light and power (up 67%), 
steam and electric railroads (up 35%), 
bituminous coal (up 2%), leather 
products (up 20%). All of these—ex- 
cept anthracite coal—also showed bet- 
ter out-put per man-hour in 1947 over 


1946. 


It is pertinent to note that the more 
spectacular increases in productivity 
have come in highly competitive lines 
such as rayon, in controlled-rate serv- 
ices such as the rails and utilities, and 
in bituminous coal where wage rates 
have advanced so spectacularly. The 
heavy commitments for capital outlay 
by industry contemplated this year re- 
flect the relatively cheaper productivity 
per ‘machine-hour’, as is dramatically 
indicated in the new “mechanical moles” 
which are said to dig and load about 
three tons a minute, compared to the 
present output, in modern mines, of 
about five tons per man per day. High 
operating costs are putting more and 
more emphasis on mechanization, with 
machine-hour output the more important 
element in many industries. 


A AA 
Trusts Up in 3 States 


Assets of the trust departments of 
State banks and trust companies in Con- 
necticut rose to a total of $697,992,156 
on September 30, 1948, a gain of slight- 
ly less than $35 million over the previ- 
ous year. The number of accounts mak- 
ing up this total was 11,260 in 1948 
as compared with 11,102 in 1947, ac- 
cording to the report just ‘released by 
Bank Commissioner Richard Rapport. 

The classification of investments 
shows that stocks, at $389,195,286, ecom- 
prised well over half the total, with 
bonds running about 30% with $208.- 
281,349, The next largest category was 
real estate, represented by $33,618,930. 

The total of trust assets administered 
by North Carolina state banks rose 
from $181,135,603 at the end of 1946 
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to $207,524,221 on Dec. 31, 1947, ac- 
cording to the recently released report 
of the Commissioner of Banks. This 
latest figure represents more than a 
hundred per cent increase over a five- 
year period, the 1942 figure having 
been $98,392,217. 

The report also shows that total 
gross earnings of trust earnings moved 
ahead from $881,301 in 1946 to 
$1,068,451 in 1947, 


Total personal trust assets of trust 
departments of state banks in Washing- 
ton increased from $26,545,752 at Dec. 
31, 1947, to $27,976,506 at the end of 
1948. Corporate trusts, however, de- 
clined from $6,303,513 to $4,797,544. 

Gross earnings of these trust depart- 
ments for 1948 were $125,135, a 25% 
increase since 1944, 


A AA 


Trust Advertising Survey 


The first national survey of trust ad- 
vertising has been completed by the 
Trust Division of the A.B.A. The re- 
sults were based on a return of 556 out 
of 2800 questionnaires mailed. In order 
of emphasis, the first four services to 
be stressed in 1949 are Executorships, 
Trusts under Will, Living Trusts and 
Estate Planning. The media to get the 
heaviest share of the appropriations 
were Direct Mail, Newspapers, Dis- 
play and Radio. The 556 institutions 
surveyed plan to spend $1,267,000 on 
trust advertising in 1949 with the aver- 
age outlay per bank increasing in direct 
proportion to size of assets. 


A A A 
Trust Auditing 


Two helpful releases have been issued 
by the Trust Banking Committee of the 
National Association of Bank Auditors 
and Comptrollers. The first is an out- 
line, with forms, of the functions of the 
trust department auditor under Regula- 
tion “F” of the Federal Reserve Board. 
The second is a discussion of the. basic 
principles of dividend and interest con- 
trol with a view toward adapting them 
to any type of recording method. 

This material is published in the 
January and February issues of the as- 
sociation’s official organ, National Au- 
ditgram. 


A AA 


First Indiana Common Fund 


Fletcher Trust Company of Indian- 
apolis has established the first common 
trust fund in Indiana. Further details 
will be available later. 





Regional Trust Conferences 


The 23rd annual Western Regional 
Trust Conference will be held at Salt 
Lake City, August 17 to 19, it is an- 
nounced by H. M. Bardt, president of 
the Trust Division of the American 
Bankers Association, and vice president 
and senior trust officer of Bank of Amer- 
ica N. T. & S. A., San Francisco. Hosts 
for the conference will be the Trust 
Division of the Utah Bankers Associa- 
tion. General chairman of the conference 
is William J. Fitzpatrick, assistant vice 
president of Walker Bank & Trust Co., 
Salt Lake City. 

The 18th annual Mid-Continent Trust 
Conference will be held in Chicago on 
December 1-2. The Corporate Fiduci- 
aries Association of Chicago will again 


act as hosts. 
A. Ax A 


New York Trust Meetings 


The Trust Division of the New York 
State Bankers Association is holding 
a series of seven regional meetings this 
month, to be conducted by members of 
its Trust Business Development Com- 
mittee, whose chairman is Paul Camp- 
bell, assistant vice president of United 
States Trust Co. of New York. 


A A A 
Investment Company Changes 


Changes in the common stock hold- 
ings of 60 investment companies dur- 
ing the last quarter of 1948 are tabu- 
lated in an article by Henry Ansbacher 
Long in the February 10th issue of The 
Commercial & Financial Chronicle. 
These funds held $153 million in cash 
at the year-end, or on the average 14% 
of net assets. Open-end common stock 
funds had an increase of 50% in cash 
reserves as a result of sales exceeding 
purchases. 

Non-ferrous metals, steels and tobac- 
cos were generally favored, while rails 
lost their short-lived popularity as did 
amusements. Oils continue to be liber- 
ally held despite some liquidation. 

While the Stock Exchange is running 
at the lowest volume in years, the In- 
vestment Company shares end of the 


-securities business is enjoying its big- 


gest boom. Eight years ago net sales 
of these shares totaled $814 million; 
last year the total was over $1464 
million, and this year’s prospects are 
even better. More than $1 billion, 505 
million in securities are held in the port- 
folios of the open-end investments trusts 
compared to $448 million eight years 
ago. Then they had 296,056 ‘sharehold- 
ers, today the number exceeds 725,000. 
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American 


Incident 


~Hone I 
oil f 


A more detailed account of the “American Incident” is given in the 
Company’s Annual Report tc stockholders, a copy of which will 
be sent upon request. Address, 70 Pine Street, New York 5, N. Y. 


T= WORLD TODAY is at grips over the 

age-old question whether rulers can 
plan the economic life of the people as 
well as the people themselves. 

Dictators — Mussolini, Hitler, Stalin, 
et al. — substitute their edicts for eco- 
nomic law. Every “omnipotent state” 
must do that. Every effort has followed 
the same pattern since Hammurabi fixed 
prices 4000 years ago. First, more and 
more compulsion with greater and greater 
penalties. Then follows popular revolt, 
expressing itself in an acceptance of black 
markets, the last resort of people who 
have more respect for natural law in the 
market-place than in man-made law. 

In America, we have gone on the prin- 
ciple that economic laws are discovered — 
not made. 

Seldom has a nation had the oppor- 
tunity to see demonstrated on such a large 
scale and in such a short period of time 
the workings of a free economy, — an 
incident falling naturally into the old 
American way of getting things done. 


A YEAR AGO, there was fear of an acute 
shortage of oil and gasoline. Government 
agencies estimated the United States was 
15 per cent short of crude oil to meet 
1948 needs, and saw little hope of wiping 
out this deficit. There was even agitation 
in Congress to give the Executive the 
power to ration and fix prices. Only a 
miracle, it was said, could prevent wide- 
spread suffering. 

What happened? Plenty of oil and gas. 
In fact, by the end of the year, 100,000,000 
barrels of petroleum had been added to 
the stock piles of the nation, and proved 
reserves of crude oil and natural gas 
liquids were increased by two billion 
barrels, and natural gas by 8 trillion cubic 
feet! 


Ir WAS NOT A MIRACLE. On the contrary, 
it was the natural American way of guid- 
ing production and consumption by the 
free operation of the price mechanism. 
The anticipated shortage caused com- 
petition to bid up prices of crude oil. This 
created greater incentive to discover and 
produce crude, but incentive, however 
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Cities & Service 


W. ALTON JONES, President 


great, is not enough. There must be the 
cash or credit to furnish the wages and 
tools for the expanded activity. 

Without the profit incentive and the 
profits of earlier years it would have been 
impossible for the oil industry to convert 
an economy of scarcity in 1948 to one of 
plenty today in 1949. Furthermore, just 
as rising prices automatically stimulated 
production so today excess production 
swings the price pendulum downward. 

Economic law, unhampered, thus works 
day and night to bring back the balanced 
economy toward which it is always striv- 
ing. It has never been done by Executive 
Order. 

You can’t “putsch” oil around — nor 
men of spirit! 


Crrmes SERvIcE played its part in this 
transition from scarcity to plenty. As a 
result, you, the public, were able to buy — 
and you did buy — more Cities Service 
products and services than in the previous 
year, in fact, a total of $593,000,000 
worth. 

In order to do this Cities Service 

increased its production of crude oil 

by 10%. 

It refined 72,000,000 barrels, an in- 

crease over 1947 of 10%. 

It furnished customers 372 billion 

cubic feet of natural gas, an increase 

of 17%. 

Its sales of electric energy were just 

short of 3 billion kilowatt hours, an 

increase of 12%. 


IN sPITE OF these increased activities, 
Cities Service carried forward its program 
of development and expansion, investing 
$112,000,000 in 1948. Stimulated by the 
free air of American endeavor, unham- 
pered by totalitarian “planning”, it is 
getting ready for further demands of the 
public for oil, gas, and electric power. It 
also added to its financial resources in 
order to meet those demands. 

This Company believes that the United 
States of America under the free enter- 
prise system is still a going concern, and 
proposes by precept and example to do its 
part in keeping it so. 















SPEAK TO YOUR NEIGHBORS 


ALLEN CRAWFORD 


President, Financial Public Relations Association, and 
Vice President, Bankers-Equitable Trust Co., Detroit 


EADERS of industry and finance 

are labelled “Capitalists” and _pic- 
tured as parasites, living on the profits 
realized from the use of other people’s 
money. 


Just who really are these Capitalists? 
Aren’t they your own neighbors who 
have savings accounts, life insurance, 
a few shares of stock, an investment in 
the rieighborhood drug store, or the 
corner grocery, or the filling station? 
Take the measure of any friend of 
yours and you'll find that he is one 
part capitalist with the other part de- 
pendent upon capitalists. His alterna- 
tive is to be one part Socialist (with no 
savings he can call his own) and the 
other part dependent upon a paternalis- 
tic government. 


You know that — but have your 
neighbors thought it through? Then 
why not tell them? When something 
goes wrong with the water supply in 
your home, you call a plumber; if 
something goes wrong with your health, 
you call a doctor; and if something 
goes wrong with your neighbor’s finan- 
cial or economic health, do you want 
him to consult a quack peddler of Uto- 
pian pills and promises, or a trained, 
educated and _ experienced financial 
guardian, like you and your associates? 


Every Last One 


We need to carry the story of sav- 
ings and capital to our friends and 
neighbors. But, you say “there is no 
money, no future in being a missionary. 
We have our own work to do — we 
haven’t time to be meddling in educa- 
tional work, that’s someone else’s job.” 
Is it? I can’t seriously accept the doc- 
trine that it is up to some one else to 
educate the folks in any neighborhood 
regarding my business. Are you pleased 
with the manner in which they have 
handled the job? Does anyone here 
feel comfortable and financially secure 
with the forces of inflation spurred and 
accelerated by the wage-price spiral and 
the continuing costs of a vast govern- 
ment bureaucracy ? 





In address before Minnesota Bankers Assn. Study 
Conference at University of Minnesota, Feb. 
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In his remarkable book, “The Road 
to Serfdom,” Frederick Hayek stated, 
“Our generation has forgotten that the 
system of private property is the most 
important guaranty of freedom.” Al- 
ready many voices from industry and a 
few from finance are starting to speak 
boldly and intelligently of the advan- 
tages of the American system of private 
capitalism. Is it good sense for bankers 
to keep quiet longer? 


The United States is the last impor- 
tant citadel of private banking and busi- 
ness in a world racked by a “cold” war 
and revelations of Red spy activities. 
We are on trial before the world and 
it’s going to take every last one of us, 
who believe in that system, to sell it. 


The Next Election—? 


A whole new group of potential vot- 
ers who know only the Roosevelt era 
and its successor has grown up. How 
much of the true business “facts of life” 
do they know? Do they consider that 
banking is an ancient and honorable 
profession and an integral, necessary 
and constructive part of our economy? 
Do they realize that the interest they 
receive on a bank savings account, or 
the dividends from a life insurance pol- 
icy come to them because of profits on 
the investments made by banks and in- 
surance companies in corporations? 


The answer will be found in the vot- 
ing booth at the first election in which 
this generation is qualified to vote. Is 
it a “lost” generation as far as banking 
is concerned? Can we afford to wait 
for an election to find out? 


For many years the hostility of bor- 
rowers to usurers, the attacks by politi- 


cians on “Wall Street” — inaugural 
references to the “money changers” in 
the temple — the attacks on so-called 


“big business,” especially by Labor, 
have been due to the bad public rela- 
tions of the class or group under at- 
tack. 


On the other side of the fence are the 
reactionary business man’s attitudes to 
the public: this is my business, KEEP 
OUT; if you want a service, you will 
have to pay for it; let the buyer beware! 
etc. 


Therefore, no one should be surprised 
that with America jotting uncomfort- 
ably along on the road of revolution, 
bankers who have hitherto ignored or 
openly scoffed at public relations as a 
practical and proven asset are now be- 
ginning to consider it more seriously. 


Rules Outlined 


In the execution of the public rela- 
tions program there are certain rules of 
conduct, based on valuable experience, 
which must be followed or applied to 
any public act, statement or body of in- 
formation, and the manner in which 
the same are made public: 

1. People must instinctively feel that 
your statement or action is made be- 
cause your wants and theirs are the 
same. In other words, you want the 


‘ kind of thing they want. If you can get 


them to say or even think, “They’re not 
so different from me after all — we're 
really traveling the same road,” you're 
headed in the right direction. 


2. Make the public realize and feel 
that you are taking positive, direct ac- 
tion — in other words you are assum- 
ing the initiative and leadership. Soon 
they'll be thinking and saying, “Yes, 
but that organization has constructive 
and positive leadership.” 

3. Make people feel that your organ- 
ization is composed of the kind of folks 
— human beings — they admire and 
like to do business with. 

4. Avoid the impression of defeat- 
ism. Soon they will be thinking and 
even saying, “It would be a better world 
tomorrow if all companies thought, act- 


ed and worked like that.” 
A AA 


FPRA Convention Dates 


Allen Crawford, president of the Fi- 
nancial Public Relations Association, 
and vice president, Bankers-Equitable 
Trust Company, Detroit, announces 
that the Association’s 34th Annual Con- 
vention will be held in the Edgewater 
Beach Hotel, Chicago, October 19-22. 
The annual exhibit of finan¢ial adver- 
tising will be renewed as a major fea 
ture of the convention. 
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FIDELITY-PHILADELPHIA 


TRUST COMPANY 


Organized 1866 


Statement of Condition, March 31, 1949 


DIRECTORS 


LEDYARD HECKSCHER 
THOMAS D. M. CARDEZA 


LAWRENCE SAUNDERS 
President 
W. B. Saunders Company 


GEORGE WHARTON PEPPER 
Pepper, Bodine, Stokes & Hamilton 
ROBERT DECHERT 
Barnes, Dechert, Price, Myers 
& Clark 


MARSHALL S. MORGAN 


W. FINDLAY DOWNS 
President 
Day & Zimmermann, Inc. 


JAMES H. ROBINS 
President 
American Pulley Company 


ADOLPH G. ROSENGARTEN, JR. 
Stradley, Ronon, Stevens & Young 


STANLEY W. COUSLEY 
President 


FRANCIS J. CHESTERMAN 
ORVILLE H. BULLITT 


THOMAS B. K. RINGE 
Morgan, Lewis & Bockius 


MALCOLM ADAM 
Vice-President 
The Penn Mutual Life Insurance 
Company 


H. HOFFMAN DOLAN 


PAUL DREWRY FOX 
Treasurer 
The Pennsylvania Railroad 
Company 


HOWAR®D C. PETERSEN 
Executive Vice-President 


JOHN STEWART 
President 
The Donner Corporation 


GEORGE B. BEITZEL 
Executive Vice-President 
Pennsylvania Salt Manufacturing 
Company 


ASSETS 
$ 43,029,712.89 


Cash on Hand 
and Due from Banks. 


U. S. Government 
Securities 44,601,845.60 


State, County and Municipal Securities . 
Other Securities. ...... 
Stock of Federal Reserve Bank 
Loans eas 
Parte: 64 en ee eB Ee PS 
Investment in Fidelity Building Corporation 
Branch Office, 325 Chestnut Street 
Vaults, Furniture and Fixtures 
Real Estate. pokes es 
Accrued Interest Receivable 
Prepaid Taxes and Expenses 
Other Assets 
Total Assets 


LIABILITIES 

Deposits 

U.S. Treasury ...-. $ 1,517,905.86 

Other Deposits 166,576,742.00 
Other Liabilities . 765,103.10 
Reserve for Interest, Taxes, etc. 547,026.45 
Reserve for Contingencies . 

Total Liabilities and Reserves 
Capital Funds 

Capital. 

Surplus. tS Fe aes 

Undivided Prefits . 

Total Capital Funds . 


Total Liabilities, 
Reserves and Capital Funds 


$ 6,700,000.00 
13,300,000.00 
5 179,955.44 


2,000,000.00 


$ 87,631,558.49 
23,966,460.84 
11,294,784.34 
600,000.00 
66,401,739.07* 
1,466,283.83 
2,864,117.48 
100,000.00 
601,430.80 

1.00 

683,200.73 
351,852.47 
625,281.80. 
$196,580,710.85 


$ 171,405,777.41 


25,179,933.44 


$196,586,710.85 


*After deduction of Reserve for Bad Debts of $374,543.34as permitted by Com- 


missioner of Internal Revenue. 


United States Government obligations and other securities carried in the above 
statement are pledged to secure Government, State and Municipal deposits, 
Clearing House Exchanges, and for fiduciary purposes as required by law in the 


sum of $24,996,292.42. 


STANLEY W. COUSLEY, President 


BROAD AND WALNUT STREETS, PHILADELPHIA 9 


Member Federal Reserve System 


Member Federal Deposit Insurance Corporation 
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WILL PROVISIONS 


(Continued from page 212) 


come therefrom shall be paid to the 
child until the child shall reach the 
age of twenty-five years, at which time 
(or upon the death of the survivor of 
my wife and myself if the child shall 
then have reached the age of twenty- 
five years but not the age of thirty 
years) one-quarter of the then principal 
of the trust shall be distributed to the 
child. Thereafter the entire net income 
from the remaining principal of the 
trust shall be paid to the child until the 
child shall reach the age of thirty years, 
at which time one-third of the then 











remaining principal of the trust shall 
be distributed to the child or, if the 
child shall have reached the age of 
thirty years but not the age of thirty- 
five years upon the death of the survivor 
of my wife and myself, then upon the 
death of such survivor one-half of the 
then remaining principal of the trust 
shall be distributed to the. child. 
Thereafter the entire net income from 
the remaining principal of the trust 
shall be paid to the child until the child 
shall reach the age of thirty-five years, 
at which time one-half of the then re- 
maining principal of the trust shall be 
distributed to the child or, if the child 
shall have reached the age of thirty-five 
years but not the age of forty years upon 








We regularly close 
NEW TRUST BUSINESS 


that we Trace Directly 


to our 


PURSE PROMOTION PROGRAM 





Many Purse Customers write similar 
letters about their trust new business. 


Give us an opportunity to promote 
new business for your trust department 
through Purse-planned advertising and 


tested methods. 


Write for full details now. There is 


no obligation. 


THE PURSE COMPANY 
Aeadguarters far Trust pbduertising 


CHATTANOOGA 2, TENNESSEE 









the death of the survivor of my wife 
and myself, then upon the death of such 
survivor three-quarters of the then re. 
maining principal of the trust shall be 
distributed to the child. Thereafter the 
entire net income from the remaining 
principal of the trust shall be paid to 
the child until the child shall reach the 
age of forty years, at which time the 
then remaining principal of the trust 
shall be distributed to the child. 

If a child for whom a share is be. 
ing held in trust shall die before reach- 
ing the age of forty years, the principal 
of the share being held in trust for the 
child at the time of the child’s death 
shall be distributed to or among such 
one or more or all of the spouse of the 
child, issue of the child, spouses of any 
such issue, issue of mine (other than the 
child), spouses of any such issue, and 
donees described in Sections 812(d) 
and 86l(a)(3) of the United States 
Internal Revenue Code as in effect at 
the date of death of the child, or to a 
trustee or trustees for the benefit of any 
one or more or all of such persons or 
objects, in such proportions and sub- 
ject to such terms and conditions, as 
the child shall appoint by will admitted 
to probate. If and to the extent that 
the child shall fail effectively to exer- 


CAN YOU SPARE 
THESE COPIES ¢ 


Demands from libraries and 
other sources have exhausted 
our supply of the following 
issues of T&E: 


1949: January & March 


1948: January, February, 
June, September, 
November 


1947: January, 
May, July 


1941: April, May, June 


1940: February, May, 
June 


~~ 


April, 


WE wit Pay 50 CENTS FOR 
EACH COPY 


~~ 
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cise such power of appointment, the 
remaining principal shall be distributed 
among such of the issue of the child 
as shall survive the child or, if there 
shall be no such issue, among such of 
my other issue as shall survive the 
child or, if there shall be no such 
other issue of mine, as if I had died in- 
testate immediately after the death of 
the child. 

IfI. Each such share so set apart col- 
lectively for the spouse or the living 
issue or both of a deceased child of 
mine shall be distributed as follows: 

(a) One-third of such share shall be 
distributed to the spouse of the deceased 
child if such spouse shall not have been 
born at the date of my death, or, if 
such spouse shall have been born at 
the date of my death, such one-third 
share shall be held by my Trustees in 
a separate trust for the benefit of such 
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spouse and the entire net income there- 
from shall be paid to such spouse so 
long as such spouse shall live. © 

I authorize the spouse at any time or 
from time to time during the life of the 
spouse to withdraw ~such amount or 
amounts from the principal of the trust 
as the spouse may request by instru- 
ment in writing signed by the spouse 
and delivered to my Trustees, whether 
or not any such withdrawals shall re- 
sult in the termination of the trust, pro- 
vided, however, that such withdrawals 
shall not exceed Two thousand Dollars 
($2,000) in any one year, which 
amount shall not be cumulative, and 
provided further that the aggregate of 
such withdrawals shall not exceed 
Twenty thousand Dollars ($20,000). 
Upon the death of the spouse, the re- 
maining principal of the trust, if any, 
shall be distributed among such of the 


Giuders for Your Copies of 7&E 


These handsome, green and gold levant binders are now available for keeping a 
year’s copies of TRUSTS AND ESTATES permanently. Your copy can be slipped in 
easily each month, with no gadgets to open or holes to punch: just lift the wire and 


the issue is in place. The binder permits flat opening to any place in any issue, 
assuring easy, convenient reference. Title, year and volume are stamped in gold. 


Price: $2.75, postage prepatd 


FIDUCIARY PUBLISHERS, INC. 


50 East 42ND STREET 
NEw YORK 17, N. Y. 


issue of the spouse by my deceased 
child as shall survive the spouse or, 
if there shall be no such issue, among 
such of my other issue as shall survive 
the spouse or, if there shall be no such 
other issue of mine, as if I had died 
intestate immediately after the death of 
the spouse. References in this sub-sub- 
paragraph to “year” shall be deemed to 
be references to fiscal years beginning 
with the date of my death. 

(b) The remaining two-thirds of 
such share, or the entire share if there 
shall be no spouse of the deceased child 
who shall be living upon the death of 
the survivor of my wife and myself, 
shall be further divided and set apart 
into sub-shares for such issue and shall 
be disposed of as follows: 

(i) Each such sub-share so set apart 
for a particular issue who had not been 
born at the date of my death shall be 
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distributed to the particular issue for 
whom it was set apart. 


(ii) Each such sub-share so set apart 
for a particular issue who had been 
born at the date of my death shall 
be held by my Trustees in a separate 
trust for the benefit of the particular 
issue (hereinafter called the “benefici- 
ary”) and shall be disposed of as fol- 
lows: My Trustees shall pay the entire 
net income therefrom to the beneficiary 
for whom the sub-share was set apart 
until the beneficiary shall reach the age 
of twenty-five years, at which time (or 
upon the death of the survivor of my 
wife and myself if the beneficiary shall 
then have reached the age of twenty- 
five years) the entire then principal 
shall be paid to the beneficiary. If the 
beneficiary shall die before reaching 
the age of twenty-five years the princi- 
pal being held in trust for the benefici- 
ary at the time of the beneficiary’s 
death shall be distributed among such 
of the issue of the beneficiary as shall 
survive the beneficiary or, if there 
shall be no such issue, among such of 
my issue as shall survive the benefici- 
ary or, if there shall be no such issue 
of mine, as if I had died intestate im- 
mediately after the death of the benefi- 
ciary. 


tate 


(c) If no issue of the deceased child 
of mine shall survive the survivor of 
my wife and myself, the remaining two- 
thirds of such share shall be distributed 
to the spouse of the deceased child if 
such spouse shall not have been born 
at the date of my death or, if such 
spouse shall have been born at the date 
of my death, the remaining two-thirds 
of such share shall be added to the one- 
third of such share being held in trust 
for such spouse and shall be held and 
disposed of in accordance with the pro- 
visions of sub-subparagraph (a) of this 
subparagraph III. 

D. If my wife, Mary Doe, shall sur- 
vive me but no child or more remote 
issue of mine and no spouse of a de- 
ceased child of mine shall survive my 
wife, then if and to the extent that my 
wife shall fail effectively to exercise the 
power of appointment given to her by 
paragraph B of this Article, upon the 
death of my wife the principal shall be 
distributed among such of the issue of 
my mother, Helen Doe, as shall survive 
my wife or, if there shall be no such 
issue, as if I had died intestate immedi- 
ately after the death of my wife. 

E. If neither my wife nor any child 
nor more remote issue of mine nor any 
spouse of a deceased child of mine 
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shall survive me, I give, devise, be- 
queath and appoint my entire residu- 
ary estate among such of the issue of 
my mother, Helen Doe, as shall survive 
me or, if there shall be no such issue, 
as if I had died intestate. 


F. I authorize my Trustees (other 
than my wife and any children of mine 
who may be acting as Trustees), in 
their absolute discretion, at any time 
and from time to time, to pay over 
the whole or any part of the principal 
of any trust created by this Article to 
any one or more or all of the beneficiar- 
ies to whom at the time of such paymen: 
such Trustees are authorized or directed 
to pay the whole or any part of the 
current income from the principal so 
paid over, whether or not any such 
payment shall result in the termination 
of the trust from which the payment is 
made. Such payments of principal need 
not be made pro rata, shall not be 
deemed advancements and shall not be 
taken into account in determining the 
beneficiaries thereafter eligible to re- 
ceive the income from the remaining 
principal or the shares in which they 
shall be so entitled to such income. 

(Alternate paragraph F). I author- 
ize my Trustees (other than my wife 
and any children of mine who may be 
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acting as Trustees), in their absolute 
discretion, at any time and from time 
to time, to pay over the whole or any 
part of the principal of any trust crea- 
ted by this Article to any one or more 
or all of the beneficiaries to whom at 
the time of such payment such Trustees 
are authorized or directed to pay the 
whole or any part of the current in- 
come from the principal so paid over, 
whether or not any such payment shall 
result in the termination of the trust 
from which the payment is made. Such 
payments of principal need not be 
made pro rata and shall not be taken 
into account in determining the benefi- 
ciaries thereafter eligible to receive the 
income from the remaining principal 
or the shares in which they shall be so 
entitled to such income. My Trustees 
(other than my wife and any children 
of mine who may be acting as Trustees) 
are authorized, in their absolute dis- 
cretion, either to treat any and all such 
payments of principal as advancements 
to the person or persons to whom made 
(or, in case such person or persons 
shall die before the termination of the 
trust, as advancements to those who 
would be entitled to take the share of 
any such person or persons if he, she 
or they were living on the termination 


TRUST 


of the trust), or not to treat any such 
payments as advancements. My Trustees 
(other than my wife or any children of 
mine who may be acting as Trustees) 
are also authorized, in their absolute 
discretion, to postpone any decision as 
to whether or not any such payment or 
payments are to be treated as advance- 
ments until the termination of the trust 


out of which such payments were made. — 


Community Trust Reports 


The annual report of the New York 
Community Trust reveals that its re- 
sources have risen to $18,201,629 and 
that its appropriations in 1948 were 
$649,910, the highest in the organiza- 
tion’s history. Entitled “One Hundred 
Funds,” the report reviews the memo- 
rials now administered through the phil- 
anthropic trust and itemizes incoming 
gifts of $770,261 received last year. 
Disbursements were made to 227 organ- 
izations in 24 states. The Trust’s cumu- 
lative outpayments now total $7,005,850. 
Ralph Hayes, Director of the Trust, 
was elected to a vacancy on the Distri- 
bution Committee. 
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Let Us Bid for Estate Jewels 


As Executor or Trustee, your institution may at ‘times be required to sell 


collections of diamonds and other precious stones. 


Will you, therefore, place us on your list of bidders? And do not hesitate to 


call on us for free assistance on appraisals. 


We maintain a constant, world-wide search for the best in diamonds and 


other precious stones to be redesigned into our own gorgeous creations of 


French artistry. 


VAN CLEEF & ARPELS 


World famous French designers and manufacturers of precious jewelry 


744 Fifth Avenue, New York e 


Apri, 1949 


BANK REFERENCES: National City Bank, Manufacturers Trust Co., Central Hanover Bank and Trust Co., New York. 
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STAN DARD Ol i; [INDIANA] | 


reports on its 


Tenth Consecutive Year of Breaking Records 


1. In 1948 the companies of the Standard Oil (Indiana) 
group set new records in all phases of their operations: 
the production and transportation of crude oil and the 
refining and marketing of petroleum products. Since 1938, 
each year has shown new high records in crude reserves, 
— traffic and dollar volume of sales. Crude oil pro- 

uction has in in every year but one, and refinery 
runs in every year but two. 


2. Sales in 1948 totalled $1,205,957,775, compared ;with 
$886,290,397 in 1947. 


3. Net earnings for 1948 were $140,079,286, or $9.16 per 
—— compared with $94,880,715, or $6.21 per share, in 
1947. 


4. The outstanding gains in all categories in 1948 were 
especially welcome in helping to overcome the oil short- 
age of the previous heating season. The increases were 
due largely to capital expenditures of more than $630,- 
000,000 during the past three years. Of this sum, 32% 
was provided by plowed-back earnings, 39% by borrow- 
ings, 23% by depreciation, depletion, etc., and 6% from 
other sources. ese new investments benefit the public, 
our employees and our stockholders. 


5. Net crude-oil production in 1948 averaged 221,252 


barrels a day; a 14.6% increase over 1947. A total of 597 
new oil wells were completed in 1948, 17% more than in 
1947. New discoveries and extensions of fields not only 
replaced the record breaking quantities of crude oil pro- 
duced during the year but made a substantial net addition 
to proven reserves. 


6. Crude oil runs at refineries in 1948 averaged 426,794 
barrels a day, a 16% increase over 1947. 


7. Employees at the end of 1948 numbered 48,692, an 
increase of 2,725 since the end of 1947. Total wages and 
benefits paid in 1948 averaged $4,452 per employee. Back 
of each employee there is an average capital investment 
of $26,700. 

8. The company was owned by 97,073 stockholders on 
December 31, 1948. No institutional stockholder owned 
so much as 5% of the stock and no individual owned so 
much as 1%. 1948 was the 55th consecutive year in 
which dividends have been paid, and the equity of stock- 
holders has been steadily increased by plowing back a 
substantial proportion of earnings. 

9. Standard Oil and its subsidiaries sell petroleum prod- 
ucts in 40 states. In the 15 North Central states, con- 
taining nearly % of the nation’s population, the company 
is the largest refiner and marketer of petroleum products. 





CONSOLIDATED STATEMENT OF INCOME 
AND EXPENSES 


And Summary of Earnings Retained and Invested in the 


Business for the Years 1948 and 1947 
1948 1947 
Sales and operating revenues..... $1,236,957,533 $910,746,050 
Dividends, interest, etc., received . 7,658,101 10,710,937 
Gain on sale of investments and 
CUTIES GIIDNB iene 5c ke ois 1,170,457 1,353,318 
Total income......... $1,245,786,091 $922,810,305 
DEDUCT: 
Materials used, salaries and wages, 
operating and general expenses 
other than those shown below...$ 942,641,159 $717,915,210 
Depreciation, depletion, and amor- 
tization of properties— 
BOUIN nnd oben esl $ 36,353,710 $ 29,365,616 
Depletion and amortization of 
drilling and development costs 20,997,610 « 17,438,774 


57,351,320 $ 46,804,390 
Loss on dry holes, retirements and ‘ 

I abs ae arias 6 ane a 26,383,848 13,403,888 
Federal and state income taxes... 42,311,000 22,229,000 
Other taxes (exclusive of taxes 

amounting to $155,853,420 in 

1948 and $142,252,684 in 1947 

collected from customers for gov- 





ernment agencies)............. 27,990,567 21,545,740 
eS eae ere 4,489,264 2,144,482 
Minority stockholders’ interest in e 

net earnings of subsidiaries. ... . 4,539,647 3,886,880 

Total deductions...... $1,105,706,805 $827,929,590 
NS ER eee 2 ae eer ee $ 140,079,286 $ 94,880,715 


Dividends paid by Standard Oil 

Company (Indiana)— 

Re r and extra dividends paid 
wholly in cash—$2.125 per 
share in 1948 and $2.00 in 1947$ 32,480,351 $ 30,570,249 

Extra dividend paid in capital 
stock of Standard Oil Com- 
pany (New Jersey) — 127,583 
shares at average carrying 
value—together with equaliz- 
ing cash "oo in heu of 
fractional shares. (Market 
value of distribution on Sep- 
tember 10, 1948 was equiva- 
lent to $0.7534 per share on 
Standard Oil Company (In- 








Oe | re 7,961,059 
Total dividends paid..$ 40,441,410 $ 30,570,249 
Balance of earnings retained...... $ 99,637,876 $ 64,310,466 


retained and invested in 
the business at beginning of 
year (after deducting at January 
1, 1948, $5,786,157 of payments 
in 1948 for vacations earned in 
SE 8 ee eee rs | 422,928,319 364,404,010 


Earnings retained and invested in 
the business at the end of year..$ 522,566,195* $428,714,476 


*Including $197,000,000 restricted by terms of de- 
benture and bank-loan agreements of subsidiary com- 
panies and about $15,600,000 of earnings of pipe-line 
subsidiaries ated under provisions of Consent 
Decree in Elkins Act suit. 





THE, STORY IN FIGURES 


PRODUCTION 1948 1947 
Crude oil produced, net, barrels. . 80,978,286 70,464,282* 
Oil wells owned, net, at year end 8,241 7,772 
Gas wells owned, net, at year end 738 579 
TRANSPORTATION 
Pipelines owned, at year end, miles 15,267 14,114 
Pipeline traffic, million barrel 

* SEP EREE TLL AT Eee 116,756 96,678 
Tanker and barge traffic, million 

I a5 « os we ees oe 87,483 58,513 


MANUFACTURING 
Crude oil run at refineries, barrels 156,206,614 134,663,854* 
Crude-running capacity, at year 


end, barrels per day.......... 465,275 403,400 
MARKETING 
Total sales in dollars........... $1,205,957,775 $886,290,397 
Bulk plants operated, at year end 4,490 4,515 
Retail outlets served, at year end 29,612 30,278* 
FINANCIAL 
IED. Bon ca vnc cence wes $1,245,786,091 $922,810,305 
IE Peer Oe a 140,079,286 94,880,715 


Dividends paid—including, in 
1948, a dividend in capital stock 
of Standard Oil Company (New 
Jersey) at average carrying 


value on our books........... 40,441,410 30,570,249 
Earnings retained in the business. 99,637,876 64,310,466 
Net earnings per share.......... $9.16 $6.21 
Dividends paid per share........ $2.878@ $2.00 


(@Including $0.753 as the 
market value on Septem- 
ber 10, 1948, of the divi- 
dend in capital stock of 
Standard Oil Company 
(New Jersey) .) 


Net worth, at the year end...... $1,018,721,446 $924,870,060 
Book value per share, at the year 

SRS. fae cary i © eS ee ew $66.65 $60.51 
PEOPLE 
Stockholders, at the year end... . 97,073 97,495 
Employees, at the year end..... 48,692 45,967 


*Revised figures conforming to new statistical classification. 





... Copies of the 1948 Annual Report available on request as 
long as the supply-lasts. Write Standard Oil Company, 
gio S. Michigan Avenue, Chicago 80, Illinois. 
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~ Trust Growth Continues 


EXCERPTS FROM ANNUAL REPORTS: PART 2 


ARIZONA 
PHOENIX SAVINGS BANK & TRUST Co.: 


The volume of fiduciary business in the 
Trust Departments of both the (affil- 
iated) National and Savings Banks in- 
creased substantially last year. Thus the 
earnings from this very important di- 
vision of our banks’ operations were most 
satisfactory. An increasing number of 
our customers continues to name our 
banks as executors and trustees under 
wills, and living trusts are becoming more 
and more popular. Numerous corpora- 
tions in our territory also call for the 
services of this department. 


CALIFORNIA 


CITIZENS NATIONAL TRUST & SAVINGS 
BANK of Los Angeles: 


Net earnings were considerably high- 
er this year, even in the face of increased 
operating costs. 


BANK OF AMERICA, San Francisco: 


Activity in the Trust Department at- 
tained a higher level in 1948 than in any 
previous year. Satisfactory increases 
were made in number and value of new 
accounts secured, number and value of 
new wills filed naming the bank in a 
fiduciary capacity, and in value of trust 
assets. 

Our Diversified Common Trust Fund, 
established a year ago, had a successful 
first year. An income yield around 4 per 
cent was derived. 


COLORADO 


UnitEp STATES NATIONAL BANK of Den- 
ver $ 


Our Trust Department has been for- 
tunate in being named as trustee under 
an increasing number of corporate bond 
issues—both in quantity and in size. We 
note that Western corporations are tend- 
ing more and more to turn to their local 
banks for trust services which formerly 
were handled chiefly by Eastern banks. 
The number of our personal trust ac- 
counts has been augmented. 


CONNECTICUT 
BRIDGEPORT-CITY TRUST Co.: 


Our Trust Department, under the 
guidance of our Trust Committee, con- 
tinues to give wider and improved ser- 
Vices, 


BristoL BANK & TRUST Co.: 


Trusts and estates under our care pro- 
duced fees totaling $35,948, which is 
about normal. 


Apri, 1949 





Trust Resources 


1899 1923 1948 


Growth of Trust Funds (in millions) of 
Colonial Trust Co., Waterbury 


STAMFORD TRUST Co.: 


The Trust Department has completed 
another successful year. Trust funds held 
at the end of the year amounted to 
$25,279,032, a gain of $2,005,258. 
TORRINGTON NATIONAL BANK & TRUST 

Co.: 


The volume of the business of our 
Trust Department continues to show sat- 
isfactory growth. 
HARTFORD-CONNECTICUT TRUST Co.: 

The Trust Department has continued 
to grow and ... the increasing recogni- 
tion of the value of a Corporate Executor 


EST FROM 


to persons of moderate means is reflected 
in the growing volume of small estates. 


During the year, 154 appointments as 
Executor, Administrator, Trustee under 
Will or Agreement, or as Agent for 
security or other property owners, con- 
sisting of assets with a book value of 
about $16,000,000, have been received. 
Exclusive of Corporate Trusts, Transfer 
Agencies and related activities, the Trust 
Department is servicing 3,086 accounts 
with a total book value of approximately 
$260,000,000. The Corporate Trust and 
Pension Trust departments have had an 
active year. 


UNION & NEW HAVEN TRusT Co.: 


Income from the Trust Department 
showde a gratifying increase, reflecting 
the continued growth and increased activ- 
ity of this department, which had in its 
case at the year-end funds totaling 
$98,802,000. 


First-STAMFORD NATIONAL BANK & 
Trust Co.: 


Business of the Trust Department 
again increased both in dollar resources 
and in total number of accounts. A fur-~ 
ther expansion was shown in the number 
of individuals who have reported signing 
wills naming this bank. 


CoLONIAL Trust Co., Waterbury: 


The Trust Department continues to 
show satisfactory growth. By coincidence 
we start our fiftieth year with trust as- 
sets slightly in excess of $50 million. 

In April 1948 a Common Trust Fund 
was established. By the year-end, 130 





From report of National Savings & Trust Co., Washington, D. C. 





trust accounts were participating, of 
which over half were trusts under 
$15,000. Our trust department resources 
reached new high levels. 


DELAWARE 


Security Trust Co., Wilmington: 

The growth of our Trust business has 
been substantial and the income from 
this Department has contributed con- 
siderably to the profits of the Company. 


DISTRICT OF COLUMBIA 
HAMILTON NATIONAL BANK: 


Personal trust assets again showed an 
increase (in excess of ten per cent over 
the previous year) resulting in a new 
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high for the volume of assets being ad- 
ministered. The new accounts opened, as 
well as the number of wills in which the 
bank is named as executor and trustee, 
is convincing evidence of the increasing 
value of this department. 


NATIONAL SAVINGS & TRUST Co.: 


During the year the Company assumed 
charge of 90 new (Trust Department) 
accounts, valued at $35,271,722. The 1,063 
accounts on the Company’s books are val- 
ued or carried as follows: 


Real Estate (at assessed or 

assigned carrying val.) _.$ 9,458,717 
Securities (at par or assign- 

ed carrying value) _....... 108,006,724 


.A background of more than sixty years of Trust administration 


performance, plus our unusual experience in all matters pertain- 


ing to Illinois real estate, qualify us to give you and your customers 


full cooperation on both corporate and personal trust matters. 


CHICAGO TITLE ano TRUST COMPANY 


111 West Washington Street, Chicago 2, Illinois 
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Market value ___ $103,087,658 
(Compared with 


value of  se- 

curities held 

1947) _........ 95,199,961 
I tail tas niecs ccecuconghanictios 2,898,830 
Other assets ___ 475,891 


~ $120,840,162 


In addition the Department holds life 
insurance policies under various trust 
agreements which have maturity value 
of $2,816,759. Gross revenues of this De- 
partment, reflecting fees earned, amount 
to $234,172 as against $231,937 in 1947. 


ILLINOIS 
LA SALLE NATIONAL BANK, Chicago: 


An increasing number of people are 
taking advantage of the facilities of our 
Trust Department and... a gratifying 
number of appointments were received 
during the year. 


First NATIONAL BANK & TRUST Co., 
Evanston: 
The volume of work handled and the 
fees received exceeded any previous year. 


CENTRAL NATIONAL BANK & TRUST Co., 
Peoria: 


Our Trust Department continues to 
show a most satisfactory growth. Our 
gross and net were the largest since our 
Trust Department was organized in 1921. 


INDIANA 
First NATIONAL BANK of Elkhart: 


This (Trust) department is operated 
on a strict cost basis and although we 
had expected a departmental loss due to 
the expense of building and developing a 
greater volume we actually showed a 
moderate profit for the year. On Decem- 
ber 31, 1948, this department held trust 
securities values at $6,105,329 compared 
with $6,015,379 a year ago. 


NATIONAL BANK & Trust Co., South 


Bend: 


Our Trust Department continues to 
grow, the total assets administered hav- 
ing increased $2,945,332, a gain of ap- 
proximately 22% over a year ago. Total 
trust assets were $16,640,862 at the end 
of 1948. Operations resulted in a satis- 
factory increase of gross fees collected, 
as compared with the previous year. 


First NATIONAL BANK & TRusT Co., Lex- 
ington, Ky.: 

The Trust Department of our bank is 
making quite satisfactory headway and is 
now showing substantial earnings from 
year to year. 


LOUISIANA 


HIBERNIA NATIONAL BANK, New Or- 
leans: 


In both corporate and personal trust 
divisions a satisfactory growth in volume 
has been shown over a period of years. 
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MARYLAND 


EQUITABLE TRUST Co., Baltimore: 


The Trust Department growth during 
the past ten years is illustrated on the 
chart above. In particular, our Common 
Trust Fund has proved to be of great 
benefit to estates of modest or small size. 


Union Trust Co., Baltimore: 


An increasing number of customers are 
finding the services offered by our Trust 
Department to be of great help ... as 
counsellor in developing a sound invest- 
ment program and with proper provisions 
for administration of their estates with 
due regard to tax problems. 


MASSACHUSETTS 


HARVARD TRUST Co., Cambridge: 


During the year the assets in the var- 
ious accounts handled by the Trust De- 
partment increased from $24,613,000 to 
$25,001,567. 


SPRINGFIELD SAFE Deposit & TRUST Co.: 


Trust Department Resources 


Real Estate Loans _......$ 781,185.27 
“eee eae 12,069,583.73 
ee 
Real Estate _ 1,167,879.57 
Miscellaneous 611,163.70 
Deposits in 

Savings Banks _.._...___. 777,676.51 

National Banks & Trust 
Ce 5. 927,574.42 
$37,435,698.09 

Liabilities 
On Trust Accounts _. $35,694,126.61 
EES ‘ 493,473.21 

As Executor, Administra- 
Oe ON a ee i 1,248,098.27 
On Agency Accounts $ 6,090,040.23 


Union Trust Co., Springfield: 


Resources as Executor and Trustee 
Were $20,806,589 in 1948, as compared to 
$20,402,071 in 1947. Resources as Agent 


Apri, 1949 * 


were $6,445,964 in 1948, as compared to 
$6,123,956 in 1947. 


WORCESTER COUNTY TRUST Co.: 


There was an important increase in 
the income from our Trust Department. 
The department continued to make pro- 
gress during the year, with total secur- 
ities and property under our care in ex- 
cess of $75,000,000. The year was marked 
by the establishment of a Common Trust 
Fund. 

MICHIGAN 


MANUFACTURERS NATIONAL BANK of De- 
troit: 


Early in the, year our Trust Depart- 
ment was authorized to serve in all per- 


sonal trust functions, such as administra- 
tor, executor and trustee. It is steadily 
gaining recognition in this capacity in 
addition to continuing its services in the 
corporate field. 


First NATIONAL BANK & TrRusT Co., Kal- 
amazoo: 


The Trust Department continues its 
constant and substantial growth. Again 
we are privileged to report an increase 
in the number, as well as in the total 
value of estates administered by that de- 
partment. Every department enjoyed a 
greater volume of business and increased 
its contribution to the total earnings over 
any previous year. 


In Serving Each 
We Must Serve All 


As investment dealers, we are constantly 
engaged in the trading of securities. And 





while we admit only one consideration in 
any individual transaction— our interest in 
the job at hand—the sum total knowledge 
acquired and efficiency gained operates to 
the benefit of a// our clients. 


Through daily trading in large num- 
bers of securities, we necessarily have 





an intimate and current understand- 
ing of both securities and market 
conditions. Further, we make it a 
point to stay informed on any matters 
likely to be of interest, so that when 
called upon we can render imme- 
diate action of maximum value. 


The satisfaction of our many clients —both 


institutional and individual —is evidence 


that the skills we now possess have been 
well employed. 


68 William Street 
NEW YORK 5 


PUBLIC UTILITY, 








R. W. Pressprich & Co. 


201 Devonshire Street 
BOSTON 10 


Members New York Stock Exchange 


GOVERNMENT, MUNICIPAL, RAILROAD, 
INDUSTRIAL BONDS 
AND INVESTMENT STOCKS 








MIssouRI 


City NATIONAL BANK & Trust Co., Kan- 
sas City: 


A marked resurgence of corporate 
trust business has been reflected during 
the year. Corporate trust business form- 
erly concentrated in the East has been 
transferred to inland trust departments, 
including our own. Appointment of our 
trust department as co-transfer agent 
and co-registrar outside New York, with 
no additional cost to the corporation ac- 
count, saves the stockholder very onerous 
New York transfer taxes — and con- 
serves valuable time in-the delivery of 
securities and payment of funds. 





NOW READY 





March 1949 Edition 


The Bank Declory 


2800 Pages of Helpful 
Information for your 
Daily Needs 


R. L. POLK & CO. 
130 Fourth Avenue, North 
Nashville 3, Tennessee 


1948 will undoubtedly be earmarked as 
a milestone in estate planning and ad- 
ministration . . . reflected in the fur- 
ther growth of the bank’s fiduciary bus- 
iness this past year. 


NEW JERSEY 


First CAMDEN NATIONAL BANK & TRUST 
Co.: 


Our Trust Department. transacted a 
larger volume and acquired during the 
year a sizable amount of potential new 
business. 


HACKENSACK TRUST Co.: 


The earnings of the Trust Department 
exceeded those of any previous year. 


‘Howarp SAVINGS INSTITUTION, Newark: 


The Trust Department showed satis- 
factory growth during the year. As of 
December 31, 1948, appointments under 
Wills amounted to 3499, a gain of 320 
for the year. There were 363 derived 
by Court appointments as executor, ad- 
ministrator, trustee under will, and guar- 
dian, and 224 personal appointments as 
custodian, escrow agent, trustee under 
living trusts and life insurance trusts; a 
total of 587 accounts, the same number 
reported a year ago. 


PATERSON SAVINGS & TRUST Co.: 


The Trust Department shows total as- 
sets in the amount of approximately 
$17,000,000 and continues to reflect a 
substantial increase in new business de- 
veloped. Indeed, the growth and increased 
profitableness of this department have 
been very gratifying... 


NEW YORK 


BANKERS Trust Co., New York. 


The Pension Trust Division has again 
expanded its operations in 1948 and we 
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THE Oldest TRUST COMPANY 
in New England 


look for further growth in this type of 
business in the future. 


To serve the interests of our smaller 
personal trusts, a “Discretionary Com- 
mon Fund” has been approved. It is our 
belief that this step will also result in 
a more efficient and economical method 
of operation. 


FULTON TrRusT Co., New York: 


There has been a net increase of 114% 
in the assets in trusts and custody ac- 
counts during the year. 


SYRACUSE TRUST Co.: 


Trust Funds under our supervision in- 
creased substantially during the year and 
on December 31, 1948, reached an all- 
time high in the history of the Bank. 
Despite present day complexities and the 
increase in the cost of trust administra- 
tion, the operations of this Department 
have continued on a very satisfactory 
basis. 


First BANK & Trust Co., Utica: 


On December 31, 1948 this department 
was responsible in various capacities for 
fiduciary funds and assets totaling 
$41,226,930, an increase of $1,031,000 
during 1948. Trusts under Wills and 
Agreements amounted to $10,820,922; 
Executorships, Guardianships and Com- 
mitteeships, $2,287,050; Custodianships 
and Other Fiduciary Accounts, $28,118, 
958; or a total of Fiduciary Funds 
amounting to $41,226,930. 


NorRTH CAROLINA 


AMERICAN TrRusST Co., Charlotte: 


Trust resources advanced approximate- 
ly 25% during this period, and have vir- 
tually trebled during the past five years. 
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Over 80 years’ experience in the 
management of estates and trusts 


Thode Island 
Hospitat Trust CompaANy 


HEAD OFFICE I5 WESTMINSTER ST., PROVIDENCE I, R. I. 
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OHIO 


First NATIONAL BANK of Akron: 


A steady growth took place in both 
our personal and corporate trust bus- 
ines . . - New business and earnings of 
this department reached a high in 1948. 


PENNSYLVANIA 


CorN EXCHANGE NATIONAL BANK & 
Trust Co., Philadelphia: 


There has been a satisfactory growth 
in the business of the Trust Department 
during the past year. The Department is 
an important adjunct to the general bus- 
iness of the Bank and is conducted on a 
profitable basis. 


NINTH BANK & TrusT Co., Philadelphia: 


In addition to its profitable operations 

. substantial potential business has 

been added through our being named as 
executors and trustees in new wills. 


PoTTER TITLE & TRustT Co., Pittsburgh: 


The activity in the Trust Department 
resulted in the largest gross earnings in 
its history. The year was our most suc- 
cessful to date in obtaining executor and 
trustee appointments. 


ScRANTON LACKAWANNA TRUST Co.: 


During the year 1948 the company 
opened 120 new accounts and closed 193, 
making a net loss of 73 accounts. Of 
those that were closed, 38 were classified 


as dormant ... Here is a break-down of 

(active) accounts by type: 

Administrator & Executor __.______. 58 

Trusts under Will and Court 
ASE 2 ae 

IRE SITIES ee 355 

Miscellaneous _...___. roa soe agente 874 
PE OWN es oh ee see ee 1664 
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STUDLEY, SHUPERT & CO. 


INVESTMENT COUNSEL 


The following is a break-down of the 
company’s earnings in 1948: 


For Trust Services _..________. $255,477 
eee ee a i 31,056 
Gtiver Income 5 40,045 
Total Operating Inc. _._________ 326,578 
Operating Expense _..__-_»___ 253,375 
Net Operating Income ame 
SouTH CAROLINA 
SouTH CAROLINA NATIONAL BANK, 


Charleston: 


The income of the Trust Department 
during the year amounted to $105,352 and 
the expenses of its operation to $56,201. 


TEXAS 


First NATIONAL BANK in Dallas: 


The Trust Department continued its 
consistent growth over the year 1948, 
acquiring 90 new accounts of all kinds 
opened with assets aggregating $21,901,- 
000. The gross earnings of the Trust De- 
partment were higher than any previous 
year, and, composed of eight officers and 
nineteen employees, the total salaries 
paid for 1948 amounted to $110,00, in- 
cluding bonuses. The net earnings from 
fees were $54,347, and adding to this 
figure the earnings on average daily bal- 
ances (of $3,167,000), the net earnings 
of the Trust Department for the year 
were in excess of $102,000. This is an all- 
time record high. 


First NATIONAL BANK in Houston: 


Our Trust Department maintained its 
record of continuous progress as evi- 
denced by the following: 

1. Earnings: 
(a) Fees collected during the year in- 
creased 25% over fees for 1947. 


24 FEDERAL STREET 
BOSTON 10, MASS. 
HUBBARD 2-6316 





(b) Net income increased 57%. 
2. Accounts: The number of accounts 
gained 12%. ; 
8. Trust Assets: Total Trust Assets in- 
creased 13%. 


SECOND NATIONAL BANK of Houston: 


Business accruing to us now will add 
substantially to future earnings. The De- 
partment has continued to grow and show 
gratifying results. 


SoutH TEXAS COMMERCIAL NATIONAL 
BANK, Houston: 


The Trust Department continues to 
grow and is now handling the greatest 
number of trusts in our history with ever 
growing assets. 










































Missouri’‘s 
Largest 
Fiduciary 


This company engages 
only in the trust busi- 
ness. It does no banking 
business. It accepts no 
deposits subject to 
check. 


It administers more 
trust property than any 
other Missouri financial 
institution. 


It is the oldest trust 
company in Missouri. 


For ancillary service 
in Missouri or South- 
western Illinois consult 


ST. LOUIS UNION 
TRUST COMPANY 


ST. LOUIS, MISSOURI 


Affiliated with the First National Bank 








VIRGINIA 


PEOPLES NATIONAL BANK of Charlottes- 
ville: 

The Trust Department during the year 
1948 received 77 new fiduciary accounts 
with assets having an dggregate value 
of $4,335,145. (See table.) As of Decem- 
ber 31, 1948 the department had 419 
fiduciary accounts with assets aggregat- 
ing $16,285,313, an increase of $2,824,807 
since December 31, 1947. 


LYNCHBURG TRUST & SAVINGS BANK: 


The Trust Department continues to 
grow, both in total assets and earnings 
. The income from this source of 
$74,984 was larger than any previous 
year in the history of the bank, with the 


exception of the very unusual year of 


1931. 


NATIONAL BANK OF COMMERCE, Norfolk: 


In 1948 the Trust Department had the 
best year in its long history. The num- 
ber of persons served, the volume of 
potential business obtained in the form 
of new wills and trust appointments, and 
the earnings received from estates and 
trusts now actually in process of admin- 
istration, all reached new high levels. 


BANK OF COMMERCE & TRUSTS, Rich- 
mond: 


Our Trust Department continues to 
enlarge its field of operations, and earn- 
ings from this source are improving. 


THE BANK FOR ALL THE PEOPLE 





708,678 SAVINGS AND CHECKING DEPOSITORS 
Largest branch banking system between New York and San Francisco 


CONDENSED STATEMENT OF CONDITION, MARCH 31, 1949 
ASSETS 
Cash on Hand and in Banks .... ... .- +« « $ 205,436,931.46 
United States Government Securities ee a ee eee §21,655,581.90 
State, Municipal and Other Securities, including Stock of 
the Federal Reserve Bank . ... .... - 73,624,501.48 
Loans and Discounts oars Pc Ue ae ONC 269,976,674.66 
Cres, we « e« « e« a a ee ee a ae 3,798,807.62 
Other Real Estate me ae Fae a ae onal ta 1.00 
ee ag lg! ig as og att a Gam dime 2 oe ip 3,409,119.39 
ere ce ee eee ye BS 


LIABILITIES 


Capital Stock . . . as wa 
Surplus ee hme 
Undivided Profits a a me ew 


Reserve for Contingencies 


Total 


DEPOSITS 


Commercial and Savings. . . . 
Estates and Corporate Trust . . 


Accrued Taxes, Interest,ete. . . . 
SE ee 


le 


Capital Funds .... . 


$ 15,000,000.00 
25,000,000.00 

. 8,717,306.99 
° 2,662,220.67 


$ 51,379,527.66 


- $991,728,788.381 


° 27,883,350.21 1,019,612,139.02 

fe mae ee 5,050,957.49 
re. e.- ee 1,858,993.34 
© «© © «© « « « $1,077,901,617.51 


Contingent Liability on Loan Commitments—$14,702,070.00 





United States Government Securities carried at $67,502,436.50 are pledged to secure U. S. Govern- 
ment Deposits and other Public Funds and for other purposes as required or permitted by law. 





Assets are shown NET after deducting Reserves 
Ohio’s Largest Bank 
0 welcomes individuals and corporations 
seeking new or additional banking services. 
54 CONVENIENT OFFICES 


Northern Ohio: 


Painesville « 


Willoughby « Bedford « 


Lorain 


and 
Everywhere in Greater Cleveland 


COMMERCIAL * 
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SAVINGS ° 
Member: Federal Deposit Insurance Corporation 


TRUSTS 
Federal Reserve System 


NEW BUSINESS 


Capacity Number Assets Size 
Executor or Admin- 22 $3,066,163 $87 to 
ee Se ™ $857,147 
Guardian or Committee. 4 5,427 $131 to 
$4,609 
Trustee of Testamentary 7 280,766 $4,000 to 
or Living Trusts —__.... $185,500 
Trustee under Custodian 
and Management 433,328 $2,000 to 
Agreements — $81,000 
General Receiver ___________. 9 2,129 $13 to 
$869 
Agent for Fiduciaries .. 5 141,456 $500 to 
$123,918 
Escrow Agent —................ 5 405,874 $95 to 
$355,800 
Trustee in Other 
nee 2 
WISCONSIN 


MARSHALL & ILSLEY BANK, Milwaukee: 


The Trust Department continued to 
make steady progress ... and increas- 
ing number of individuals and corpor- 
ations using its facilities. 


CANADA 


EASTERN Trust Co., Halifax, N. S.: 

Total assets increased by $11,659,681 
during the year to a total of $103,696,089, 
which constitutes a new high record of 
business on the books. 


CHARTERED TRUST & EXECUTOR Co., Tor- 
onto: 
Comparative Figures 


1937 1947 1948 
Net Profits after Taxes: 
$56,222 $101,937 $109,264 


Trusts, Estates and Agencies: 
$25,994,341 $31,761,082 $36,209,891 


GUARANTY TRUST Co. of Canada, Tor- 
onto: 


Estates and Trusts have registered a 
gain of $3,229,000 over the preceding 
year. Notwithstanding large disburse- 
ments the beneficiaries, this department, 
which is the backbone of our business, has 
completed a very successful year, both 
from the standpoint of earnings and vol- 
ume of potential and actual business. Our 
Corporate Trust Department has had a 
very active year, both in volume of bus- 
iness transacted and in number of new 
Bond Trusteeships and Transfer Agency 
appointments. 


MONTREAL TRUST Co.: 


All departments and offices contributed 
to the satisfactory earnings results. We 
are glad to be able to report a material 
increase in revenues from Estates and 
Agencies. 


A AA 


Foreign Trust Powers 


A national bank domesticated in 
Ohio is without authority to act as 
trustee of an inter vivos trust in West 
Virginia, according to ruling by latter 
state’s Attorney General Ira Partlow. 
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Investment of 
Endowment Funds 
RUSTEES of educational institu- 


tions are urged to follow the 
Investment Principles which were adopt- 
ed in 1946 by the University Senate of 
the Methodist Church for guidance in 
the investment of endowment funds of 
colleges and universities, by John O. 
Gross, executive secretary of the Divi- 
sion of Institutions. 

In his article, “Principles for the 
Management of Trust Funds,” in the 
Association’ of American Colleges 
Bulletin, Dr. Gross restates these criteria 
with interpretive comments by “a few 
capable trust officers.” 

1. Safety of the principal is the prim- 
ary guiding consideration in the choice 
of investments: income is important 
but secondary. 

2. Diversification of all investments 
with care not to have a disproportion- 
ate amount in any one kind, or too 
many maturing in a single period, 
should be particularly emphasized in 
the choice of common stocks and other 
equities. 

3. Ordinarily, the fund will have at 
least $2 invested in sound and fixed in- 
come securities for each dollar of 
equities and never less than an equal 
amount. 

4. Holdings of common stocks, real 
estate and other equities should, in 
general, be increased when prices are 
below average and the proportion of 
such holdings should be progressively 
reduced as prices advance. 

5. Profits on the sale of investment 
assets should be credited to a special 
reserve available only for taking losses 
on other sales. 


6. Assets received as gifts should be 
promptly. evaluated and thdse that do 
not meet the committee’s standards for 
purchase or are undesirable for other 
reasons should be either sold immedi- 
ately or earmarked for sale at acceptable 
prices, 

7. Endowment funds should never be 
invested in the non-income producing 
plant facilities of the college, and in 
income-producing plant units of the col- 
lege only when “yes” is the unqualified 
answer to the question, “Would this in- 
vestment be approved if our institution 
were not involved?” Neither should the 
Investment of permanent funds be made 
in the form of a loan or mortgage to 
any institution or individual where 
necessary action enforcing collection 
would seem embarrassing. 
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8. Endowment funds should never be 
loaned or used as collateral for a loan 
to pay current expenses. Neither should 


investments be bought from or sold to 


a trustee or investment committeeman. 


9. Investment responsibilities with 
an established measure of authority 
should rest with an investment commit- 
tee comprised of those members of the 
board of trustees who, because of 
ability and experience, are best quali- 
fied to handle the institution’s trust 
funds. The committee should employ 
competent and disinterested counsel not 
engaged in the buying and selling of 
securities. 


We invite 


10. A custodian arrangement should 
be made with a bank or trust company 
having adequate safety deposit facili- 
ties. Access to the securities of the fund 
not so deposited should be had only by 
two persons jointly and the combination 


- of persons who have access to the fund 


should be specifically approved by the 
board. 


11. In order to make sure that se- 
curity purchases and sales are made at 
the most advantageous prices, the insti- 
tution or its authorized representative 
should transact its business with reli- 
able security houses and not limit its 
dealings to one or two dealers. 


~ Trust Officers 


and 


Estate Managers 


to use our facilities for 


the purchase and sale of 


High Grade Municipal 


and other 


Tax Exempt Securities 


SALOMON BROS. & HUTZLER 


Members New York Stock Exchange 
SIXTY WALL STREET 
NEw York 5, N. Y. 
Teletype: NY 1-1703, 1-1704 


Private wires to 


BOSTON 
75 Federal Street 
Hubbard 2-1150 


PHILADELPHIA 
Market 7-4800 


CHICAGO 
231 So. La Salle Street 
Central 6-9020 
Teletype: CG 840 


NEW HAVEN 
New Haven 7-2180 


CLEVELAND 
925 Euclid Avenue 
Cherry 7800 
Teletype: CV 298 


HARTFORD 
Hartford 5-2112 


Teletype to SAN FRANCISCO SF 1065—Telephone Yukon 2-3405 





PROFIT PROGRAM 


(Continued from page 206) 


sential services to which every account 
is entitled. These two units now handle 


47% of the fiduciary accounts, with - 


only 30% of the total administrative 
personnel. 

The mechanics of setting up these 
standard service units gave us consider- 
able difficulty, as it was necessary to 
review individually all of our accounts, 
select those that met the requirements 
previously mentioned, and transfer ac- 
counts to and from the respective ad- 
ministrative officers. On the basis of 
results already secured and the pros- 
pects of future savings as the number 
of our accounts increases, we believe 
the effort well worth while. 


We also undertook to concentrate in 
another unit, headed by a senior ad- 
ministrative officer with apppropriate 
supporting personnel, the bulk of our 
1,100 custodianship accounts, believing 






NEW HAVEN 


515 MADISON AVENUE 


BANKING 
SAFE DEPOSIT 





that intensive specialization by one 
group in this type of account is much 
preferable. 


Another major economy was realized 
by placing as many of our fiduciary 
accounts as possible (about 1,500) on 
a fiscal-year tax basis, ending on Sep- 
tember 30. By this move we were able 
to get out 88% of our tax-analysis let- 
ters to beneficiaries by the 14th of 
January this year, with fewer employees 
and no overtime. The existence of a 
large Common Trust Fund greatly facili- 
tates this operation. 


These and other cost-reduction meth- 


ods, together with a proper schedule of 
standard charges and with cost figures 


.that enable us to measure the profita- 


bility of any account, have been the 
means of eliminating losses in personal 
trust accounts. 


In the case of estate work, our cost 
studies revealed that the size of the 
estate was not always an indication of 
the amount of work involved, in that 
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THE SECOND NATIONAL BANK 


OF NEW HAVEN 


CONNECTICUT 







LOCATING MISSING HEIRS, WITNESSES TO WILLS, STOCKHOLDERS AND OTHER PERSONS 
NEEDED FOR THE SETTLEMENT OF ESTATES AND TRUSTS IS THE SPECIALIZED BUSINESS OF 


TRACERS COMPANY OF AMERICA 


OUR OPERATIONS, WHICH ARE WORLDWIDE IN SCOPE HAVE BEEN EMPLOYED BY LEADING 
TRUST INSTITUTIONS, LAW FIRMS AND CORPORATIONS FOR OVER 25 YEARS. SUBMIT YOUR 
PROBLEM IN DETAIL FOR COST ESTIMATE. 








many small estates were extremely diff- 
cult and costly to settle. When the work 
of handling an estate is analyzed on a 
step-by-step basis, as was done in the 
course of our cost study, the time-con- 
suming nature of this work becomes 
apparent. 


We found that about 50 hours of ad. 
ministrative work alone were required 
in settling a representative small estate. 
Inheritance tax problems, locating prop- 
erty, dealing with heirs, paying bills, 
correspondence, disposing of real estate 
holdings, and the presence of co-execu- 
tors were all high-cost factors. Add to 
this the preparation of income tax re. 
turns, accountings, inventories, and ap- 
praisals; bookkeeping; . collection and 
allocation of income, and the final dis. 
tribution, and it is little wonder that 
our cost for the usual small estate 
totaled about $700. At our former fee 
—which was 2 14% of inventory value, 
plus 6% of the gross income—this cost 
was equivalent to our standard charge 
for an estate of about $26,000, indicat- 
ing that estates of less than this size 
would be unprofitable without a proper 
minimum charge. ' 


If the number of assets held is out 
of proportion to the size of the estate, 
or if cash legacies or gift taxes, etc., 
are involved, the cost becomes propor- 
tionately greater. A rather glaring ex- 
ample of a small estate whose size was 
found to be out of proportion to the 
cost was one of about $25,000, in which 
there were 162 holdings consisting 
chiefly of low-value stocks and 2 real 
estate equities and in which 5 legatees 
and 7 distributees were involved. It is 
not hard to visualize how far the 214% 
charge went in covering this cost, par- 
ticularly when we had to split the com- 
pensation with a co-executor! 

In the case of estate accounts, it is 
very important that proper minimum 
charges be established and that cost 
figures be utilized, when required, to 
justify to the courts the need for addi- 
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tional compensation in cases where the 


handling of an estate involves extraor- 
dinary amounts of work. 


As the result of our cost study, we 
adopted a revised schedule of charges 
for estate accounts, calling for a charge 
equivalent to 6% of the gross income 
collected, plus 3% on the first $200,000 
of inventory value and 214% on the 
next $800,000, with the remainder sub- 
ject to progressively diminishing rates. 
Our minimum charge is $350, plus $22 
for each $1,000 of inventory value in 
excess Of $5,000 and not in excess of 
$30,000. Real property is subject to 
special charges. We also limit the 
amount shared with co-executors by 
stipulating that we will not share any 
of the compensation on an estate sub- 
ject to the minimum rate. With respect 
to estates not subject to the minimum 
rate having co-executors, we take 75% 
of the charge but not less than $900. 


Investment-Management Accounts 


Our cost studies indicated that in- 
vestment management accounts were in- 
herently quite costly. Activity seems to 
be high in these accounts, particularly 
when the principal shares investment 
responsibility and more advising and 
correspondence work is involved. In 
addition, the customer often requests 
income tax service, extra statements or 
lists of securities, frequent remittances, 
etc. The average life of investment 
management accounts is much shorter 
than that of personal trusts and, since 
there is no provision for a termination 
charge, the opening and closing costs 
of these aecounts must be spread over 





















New York Trust 
COMPANY 


Sixty Years of Trust Service 
Capital Funds over $65,000,000 


100 Broadway 
Madison Avenue and 4oth Street 
Ten Rockefeller Plaza 


Member Federal Deposit Insurance Corporation 


their life which results in a higher an- 
nual cost. 


Application of these cost factors 
made it evident that our charge of 6% 
of gross income was inadequate in many 
instances to support the cost of the ac- 
counts. Proper: minimum charges were 
found especially necessary, since in 
large proportion these accounts were of 
relatively nominal size. It was also ap- 
parent that special charges for extra 
services were necessary and to cover the 
higher cost of accounts in which the 
principals retained part of the invest- 
ment responsibility. The higher costs of 
accounts in which the trustee is not 
given full discretion arise from the need 
to obtain approvals for portfolio 
changes, from extra advices, and from 
the usually higher number of holdings 
that results from this arrangement. 


These considerations influenced us in 
changing our basis of charge from 6% 
of gross income to a combination in- 
come-and-principal charge, _ basically 
the same as our schedule for personal 
trusts. One important variation was the 
provision that, if a consultant were in- 
volved, the charge on the first $100,000 
of principal would be increased from 
$2 to $3 per $1,000, with a correspond- 
ing increase in the sliding-scale mini- 
mum charges. In addition, a complete 
schedule of charges for special services 
was worked out, and the terms of the 
account were spelled out in such a 
manner as to make it clear which ser- 
vices were to be rendered for the 
standard charge and which were sub- 
ject to additional charge. 


THE 


* 


* 


* 






Custodianship Accounts 





As previously shown, these accounts 
were the only ones with a net loss, as 
a group. An analysis of the costs and 
services performed under this arrange- 
ment revealed the reason for this fact. 
For a charge that was usually 3% of 
the gross income, we were making 
available the following services to this 
class of accounts: 





















Assuming custody of securities 
Watching for calls, maturities, etc. 


Following and collecting interest and 
dividends, either depositing the pro- 
ceeds in the customer’s checking ac- 






MEREDITH 
GALLERIES 


16 East 52ND STREET 
NEW: YORK 22, N. Y. 
PLaza 3-0572 





















SALES AT PUBLIC AUCTION 
FOR ESTATES OR INDIVIDUALS 











~~ 







ANTIQUES, FURNITURE, 
FURNISHINGS, PORCE- 
LAINS, PAINTINGS, 
RUGS, SILVER, JEWELRY, 


etc. 




























LITERARY PROPERTIES. 
ACCEPTED APPRAISERS 
FOR INHERITANCE TAX, 
INSURANCE, etc. 
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Bank References Upon 
Request 


~~ 













Under the Personal Supervision 
of 
Mr. BRADLEY DELEHANTY & 
Mr. STANLEY SOLON 
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TRUST 
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MEMBER FEDERAL DEPOSIT 
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UNITED STATES 
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GOLD - SILVER - BRONZE 
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We are one of 
AMERICA’S OLDEST AND 
LARGEST COIN DEALERS 


12 W.46th St New 
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count or holding proceeds and re- 

mitting periodically or reinvesting 

Furnishing income-and-principal cash 

statements 

Furnishing annual lists of securities 

(often with market values) 

Furnishing income tax figures or 

preparing returns 

Paying bills 

Servicing real estate or mortgages 

Delivering and receiving securities 

Making sales and purchases of secur- 

ities, in accordance with the custom- 

er’s instructions 

Not all of these services were rend- 
ered to every account, of course, but 
many accounts utilized the bulk of 
them. It was quite apparent that this 
type of account had been oversold, 
from a service standpoint, at least. It 
has been argued that custodianship ac- 
counts are feeders for other kinds of 
business and that their costs can be 
considered, in part, as a new-business 
expense. However, we _ discovered 
through a special study of the ac- 
counts closed during a four-year period 
that only 19% resulted in new business 
of other kinds and that 45% of these 
new accounts were under $75,000 in 
size. The operation of these accounts 
over a period of years at a substantial 
loss—in order to realize a relatively 
small amount of new business, much of 
which was of a size that would also 
indicate unprofitable operation—made 
us a bit skeptical of this theory! 

Our cost studies showed that the fol- 
lowing factors had the greatest influ- 
ence on the cost and therefore the 
profitability of these accounts: 

Number and type of holdings 

Activity in the form of purchases, 

sales, receipts, deliveries, remittances, 

etc. 

Advices, letters, lists, statements 

Special services (income tax work, 

payment of bills, etc.) 

Opening and closing costs (that must 

be absorbed over a period of four 

years, found to be the average life 
of these accounts) 

The costs pertaining to holdings and 
activity were found to be especially 
noteworthy, in that—unlike the case of 


personal trust accounts—the custodian- 
ship-account customer has it within his 
power to make his account extremely 
unprofitable to the bank that uses a 
percentage of income fee schedule, by 
keeping a large number of issues in the 
account and. making frequent changes 
in his portfolio. A few examples of the 
cost-analysis of typical custodianship 
accounts, shown below, illustrate the 
inadequacy of a charge based solely on 
income. 

A schedule of charges related solely 
to income or principal cannot result 
in equitable treatment of all accounts, 
in view of the wide variations in the 
amount of service required. 


A Practical Basis of Charge 


While an exact cost analysis of each 
account and a charge based on the 
amount of service rendered constitute 
the most accurate method of ensuring 
profitable operation of custodianship 
accounts, we realized that this was im- 
practical from a new-business _ stand- 
point. We therefore tried to devise a 
schedule of charges that would at least 
approximate the results obtained from 
an actual cost analysis of the accounts. 


The schedule adopted provides for the 


following: 


An annual charge of $5.00 for each se- 
curity held on the anniversary date, but not 
less than $100. 

A charge of .40 per $1,000 of face value 
of bonds, notes, etc., held. 

A charge of $.02 for each share of stock 
held. 

A charge of $4.00 per transaction for each 
issue of securities received or delivered, ex- 
cept at opening or closing of account. 

Additional charge of $2.00 per transac- 
tion if payment or receipt of cash on secut- 
ity transactions is involved. 

The custody charge of $5 per issue 
with a minimum of $100 covers the 
cost of maintaining the account on the 
books, rendering statements, making 
remittances, and similar basic duties, 
plus the costs of storage, collection of 
income, following calls and maturities, 
etc. This custody charge, plus the activ- 
ity charges for receipts and deliveries 
and purchases and sales, reflects the 
actual costs of operating the account 
and therefore solves the minimum 
charge problem on small accounts. 
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Size 
of Account Holdings Cost Our Former Charge Loss 
#1 $ 18,600 9 stocks, 11 bonds $181.40 $ 75.00 (minimum) $106.40 
#2 51,900 21 ai 6 . 341.87 83.13 (3% of income) 258.74 
#3 108,300 43 S 7 . 656.91 146.46 (3% ” "i ) 510m 


The first account had income tax service and involved much correspondence with the prit- 
cipal; the second also had income tax service and 20 security transactions during the course ° 
the year; and the third was quite active and had 63 security transactions. 
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Charges based on value are designed 
to reflect the responsibility assumed in 
caring for varying amounts of assets, 
as it is logical to make a higher charge 
to a $1,000,000 account than to a 
$10,000 account, even though the num- 
ber of security issues is the same. 







These charges, again, are intended 
to cover only standard services; we 
have a separate schedule for special 
services and for servicing real estate 
and mortgages. While a schedule of 
this type may seem to be radical de- 
parture from ordinary practice, it has 
worked out in operation and has proved 
acceptable to customers when its inher- 
ent fairness has been properly explained. 
It has helped to improve our earnings 
from custodianship accounts. 













Accord with Court Custom 






The reader may have the impression 
that the net result of our discoveries in 
the cost field was simply a revision in 
our charge schedules. Actually, this was 
only the beginning—and in many re- 
spects the easiest part—of the job! 










Having established charges for each 
category of Personal Trust Division ac- 
counts on a revised, standard basis, we 
next determined to publish all the 
charges in a single comprehensive book- 
let entitled “Standard Charge Schedules, 
Personal Trust Division.” This 16-page 
booklet contains a separate page for 
each category of account, setting forth 
both the standard charge and what 
services we will render therefor, with a 
proviso that additional charges will be 
made for extraordinary services. In the 
case of custodianship and investment 
management accounts, we list not only 
our standard services but also the addi- 
tional services we will render and state 
the charges for these additional services. 


















We are well pleased with the recep- 
tion accorded this booklet, thousands of 
copies of which have been circulated. 
We think it preferable to state all types 
of charges in one place rather than in 
separate leaflets, as a matter of conveni- 
ence and as a public relations medium. 











Under Massachusetts law a fiduciary 
teceives, with respect to an account sub- 
ject to the Probate Court, such compen- 
sation as the Court allows. In our book- 
kt, we explicitly make clear that our 
quoted charges for estates, guardian- 
ships, conservatorships, and trusts sub- 
ject to Court jurisdiction “conform to 
he current general practice of Probate 
Courts in Massachusetts, as evidenced 
fom time to time”; but that in any 
particular case the final determination 
tests with the Court. We also incorpo- 
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rate in the booklet what might be 
termed an “escape clause,” which pro- 
vides that the charges listed are subject 
to reconsideration in the future in the 
light of conditions then prevailing, 
thereby avoiding committing ourselves 
to a fixed charge in a period of rising 
costs. 


In 1941, the Massachusetts Legisla- 
ture enacted a statute permitting a 
trustee’s compensation to be apportion- 
ed between principal and income as 
the Court may determine. We have been 
strong believers in the principle of such 
apportionment. It seems only fair to us 
that the fiduciary, with his twin respon- 
sibilities to life tenant and remainder- 
man, should be compensated both from 
income and principal. And the old 
practice of charging the whole fee 
against income, thus penalizing the per- 
son or persons most likely to be the 
real objects of the settlor’s bounty for 
the benefit of shadowy and perhaps un- 
born remaindermen, seemed to us never 
to have been in accord with the average 
settlor’s intent. Accordingly, we took 
full advantage of this statute. Although 
we measure our charges part on income 
and part on principal, the resulting 
charges may, consistent with the control- 
ling instrument, be apportioned between 
income and principal or charged en- 
tirely against income. This is noted in 
our booklet. 


Renegotiation of Existing Accounts 


Armed with cost data and our new 
schedule of charges, we put them to 
practical use in increasing our income. 
At the outset we decided that the in- 
creased charges should not be confined 
to new accounts but should be applied, 
in all possible cases, to existing business. 
We also decided that the job of adjust- 
ing the accounts on the books to the 
new schedule should be done on a per- 
sonal basis, which meant interviews 
with the interested parties, personal 
calls, and the writing of personal let- 
ters. This was a tremendous task, since 
it meant explaining to the principals in- 
volved the increased cost of trust ser- 
vice and the need for upward revision 
in our charges, and required consider- 
able time and effort and the writing of 
hundreds of letters to beneficiaries and 
co-trustees. 


But the result has justified the ex- 
penditures involved. In the case of per- 
sonal trusts, guardianships, and con- 
servatorships, 80% or 2,434 accounts 
have either been put on the new stand- 
ard-charge basis or brought near enough 
to be acceptable to us. We lost three 
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accounts totaling $108,000. Of course 
we have a relatively small residue of 
accounts that cannot be changed. These 
are principally hardship cases and some 
refusals from beneficiaries in accounts 
where the instrument explicitly states 
the charge. A saving feature in the case 
of small accounts unable to support an 
increased charge is our Common Trust 
Fund. We were able to put very small 
trusts into the Fund, on the basis of a 
$70 minimum charge, and operate them 
without losing money. 

Of our investment management ac- 
counts, 69% have been changed over 
to the new schedule. In the process we 
lost 11 accounts totaling $576,000. 
With respect to custodianships, we also 
succeeded in getting 69% of our ac- 
counts on the standard-charge basis, 
but at the cost of losing 21 accounts, 


| THE COLUMBIA 
GAS SYSTEM, INC. 


The Board ot Directors has declared this day 
the following quarterly dividend: 
Common Stock 
No. 58, 1834¢ per share 
payable on May 14, 1949, to holders of record 
at close of business April 20, 1949. 


Dace Parker 


April 7, 1949 Secretary 
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The price 


On an over-all basis, therefore, we 
lost $6 million out of a little more than 
a billion in trust assets, but in the pro- 
cess we increased our annual gross in- 
come from all categories of accounts 
by some hundreds of thousands of dol- 
lars. 

The chart on page 205 graphically 
shows the results of our efforts. In 1943 
our first steps were taken to increase the 
charges on personal trusts, and in 1946 
the complete revision in our charge 
schedule became effective. The results 
are self-evident, even after allowing for 
a 20% net growth in account values in 
the six-year period. A glance at the 
black areas on the chart, representing 
total expenses, shows what would have 
happened had we not taken direct ac- 
tion to increase our income during the 
periods when costs in general were ris- 
ing rapidly. 

If our experience is any criterion, 
adequate compensation for fiduciary 
services can be secured by any bank 
willing to spend the time and effort 
required to ascertain its costs, modern- 
ize its charge schedules at reasonable 
rates to insure a more fair return, and 
undertake to bring the facts fairly and 
squarely to the attention of its custom- 
ers, present and prospective. 
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CALIFORNIA 


Los Angeles—Gordon N. Lee, city 
judge of Kingsburg and secretary of the 
Kingsburg Chamber of Commerce, has 
resigned these offices to become-trust ad- 
visor for SeEcurity-First NATIONAL 
BANK, a newly-created position. Mr. Lee 
will make his headquarters at the main 
branch in Fresno, serving also through- 
out the San Joaquin Valley area. 


COLORADO 


Denver—Merritt 
H. Perkins, assist- 
ant trust officer f 
COLORADO NATION- 
AL BANK for nearly 
thirty years, has 
beeri appointed 
trust officer and 
head of the trust 
department, suc- 
ceeding Hugh Mc- 
Lean, who was kill- 
ed in an automobile accident in Febru- 
ary. Mr. Perkins is a graduate of the 
University of Colorado and the Indian- 
apolis College of Law, and practiced law 
in Indianapolis before joining the Col- 
orado National. 
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TRUST Company 


TRUST PERSONNEL CHANGES 


CONNECTICUT 


Manchester—Formerly vice president 
and secretary, Russell B. Hathaway ad- 
vanced to the presidency of MANCHESTER 
TRUST Co. 


DISTRICT OF COLUMBIA 


Washington—Thomas H. Reynolds was 
promoted to trust officer of NATIONAL 
METROPOLITAN BANK; George M. Mc- 
Learan to assistant trust officer. Mr. Rey- 
nolds has been with the bank since 1923, 
and is a member of the District Bar. 


FLORIDA 


Jacksonville—FLORIDA NATIONAL BANK 
elected Miss Catherine McCallum an as- 
sistant trust officer. 

Miami—David B. Alter, Jr., has re- 
signed as vice president and trust officer 
of the First NATIONAL BANK. 


Miami — S. Ed- 
ward Hale has been 

_ made vice pres- 
ident and trust of- 
ficer of SECURITY 
TRUST Co., succeed- 
ing the late Philip 
Livingston, while 
Charles S. Motz 
has been elected as- 
sistant trust officer. 
Mr. Hale was for- 
merly trust officer of the National Bank 
of Middletown, N. Y.; Mr. Motz formerly 
was with the Trust Co. of Georgia, At- 
lanta, and in his new post will handle 
new business matters. Paul D. Barnes, 


ee ore 





S. EDWARD HALE 





Jr., member of the Florida Bar, was made 
assistant secretary specializing in taxes, 


GEORGIA 


Atlanta — Vir. 
ilyn B. Moore, Jr., 
a partner of the 
law firm of Mat- 
thews, Long & 
Moore, was elected 
a trust officer of 
FULTON NATIONAL 
BANK. Son of Judge 
Virilyn B. Moore, 
he is a graduate of 
Emory University, 
and University of Georgia Law School. 
Practicing law until the outbreak of war, 
Mr. Moore joined the FBI and later en- 
listed in the Navy, attaining the rank of 
Lieutenant. He is a member of the board 
of directors of the Legal Aid Society and 
the faculty of the Woodrow Wilson Law 
School. 





VIRILYN B. MoorkE, Jr. 


Atlanta—TRrust 
Co. OF GEORGIA has 
elected Wallace M. 
Montgomery 
a trust officer. Prior 
to his resignation 
as vice president of 
McNeel Marble Co., 
Mr. Montgomery 
had been Southern 
representative for 
Equitable Trust 
Co. of New. York and was special repre- 
sentative of Chase National Bank in 
New York. 
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ILLINOIS 


Chicago—The NORTHERN TRUST Co. 


has promoted Solomon Byron Smith and 
Edward Byron Smith to executive vice 
presidents. Both former vice presidents 
and fourth generation Chicago bankers, 
they will be active in the general man- 
agement of the bank with their father, 
Solomon A. Smith, president. 


MARYLAND 


Cumberland—Thomas L. Keech has 
been advanced to vice president and 
treasurer of the LIBERTY TRUST Co., hav- 
ing formerly been treasurer and assistant 
trust officer. 


NEW YORK 


New York—The election of Edward W. 
Smith as chairman of the board and T. 
R. Schwartz as president has been an- 
nounced by the CLINTON TRUST Co. Mr. 
Smith formerly was president. 


New York—FImpuciary TRUST Co. elect- 
ed as assistant vice presidents Charles 
C. Dunbar and John J. Clooney, formerly 
auditor and trust officer, respectively, 
and appointed Robert J. Gill an assistant 
trust officer. 


New York—James A. Austin has been 
elected vice president in the corporate 
trust division of IRviING Trust Co. For 
the past ten years associated with the 
law firm of Winthrop, Stimson, Putnam 
& Roberts, Mr. Austin specialized in cor- 
porate finance, representing issuing com- 
panies as well as underwriting houses. 
He was also assistant counsel with the 
Securities & Exchange Commission. 


The bank announced that also as of 
May first, Ben-Fleming Sessel, now vice 
president in charge of the corporate trust 
division, will assume direct charge of 
local banking business at the main office. 


OHIO 


Cincinnati—William A. Mitchell, who 
has been vice president and member of 
the executive committee of J. P. MORGAN 
& Co., New York, and president of the 
Reserve City Bankers Association, will 
resign from that Company and become 
president of CENTRAL TRUST Co. of Cin- 
cinnati on May 1. The board of directors 


have elected Charles W. Dupuis (former 
president) to the newly created office of 
chairman of the board of directors. Mr. 
Mitchell has been identified with J. P. 
Morgan & Co. since 1925, becoming a 
partner in 1939. 


Cincinnati—Maynard D. Conklin re- 
signed as trust officer of THE FIFTH 
THIRD UNION TRusT Co. to handle estate 
planning for management personnel of 
the Champion Paper & Fibre Co. at 
Hamilton. 


Cincinnati— PROVIDENT SAVINGS BANK 
& TRUST Co. appointed Melvin J. Strobl 
an assistant trust officer to replace Har- 
ley S. Hamilton, who resigned to practice 
law. 


Elyria—Earl J. Fauver, trust officer 
of LORAIN COUNTY SAVINGS & TRUST Co., 
was elected a vice president. 


OREGON 


Portland—F. Boyce Fenton, assistant 
trust officer and manager of this branch 
of BANK OF CALIFORNIA, was elected a 
trust officer and assistant manager to fill 
the place vacated by John L. Day, Jr., 
who resigned. 


Portland—First NATIONAL BANK an- 
nounced the establishment of an Invest- 
ment Analysis Department, under the 
management of Hull P. Dolson. Its func- 
tions will be to augment the bank’s pres- 
ent facilities in analysis of securities and 
investment of trust funds. Mr. Dolson 
came to the First National after 12 years 
with Wells Fargo Bank & Union Trust 
Co. in San Francisco. Four years were 
spent in the U. S. Navy, as a lieutenant 
on active duty. 


PENNSYLVANIA 


Pittsburgh—Robert C. Tait has resign- 
ed as vice president of MELLON NATIONAL 
BANK & TRUST Co. to become, at 49, 
president of Stromberg-Carlson Co. in 
Rochester where a decade ago he was 
assistant trust officer of Genesee Valley 
Trust Co. 


Sunbury—Charles E. Bloom has been 
elected assistant cashier in addition to 
assistant trust officer at First NATIONAL 
BANK. 


EXPERIENCED TRUST OFFICER AVAILABLE 


Law and GSB Graduate with over 10 years experience as Trust 
Officer. Broad experience as head of trust department with 12 million 
assets. Tax and Estate planning expert. Qualified in all lines of trust 
administration. 40 years old, excellent personality. Desires admin- 
istrative position with larger trust department of progressive bank. 
Available only after reasonable notice to present employer. 


Box S-4-9 
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Apri 1949 
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TENNESSEE 


Athens—President G. C. Graves is now 
trust officer in charge of the new trust 
department of First NATIONAL BANK, 
with J. N. McGuire as assistant trust of- 
ficer. 


TEXAS 


Austin—AUSTIN NATIONAL BANK pro- 
moted B. C. Turner to trust officer and 
elected Eugene C. Bartholomew chair- 
man of the trust committee in addition 
to his duties as vice president. 


VIRGINIA 


Richmond—Election of William I. 
Nichols as assistant trust officer has been 
announced by CENTRAL NATIONAL BANK. 


WASHINGTON 


Seattle—Two officers of this branch of 
the BANK OF CALIFORNIA with over forty 
years’ service have recently resigned. Jos- 
eph C. Glass, trust officer and assistant 
manager, completing 42 years, and Leon 
F. Macklem, assistant manager, with 43 
years of service. 

Seattle—Harold R. Randal, trust offi- 
cer in charge of the Fourth Avenue & 
Union Street branch of SEATTLE-FIRST 
NATIONAL BANK, has been promoted to 
assistant vice president. Also appointed 
assistant vice presidents of the Bank 
were Gus Asplund, Jr., head of the adver- 
tising and news department, and Miner 
Baker, bank economist and director of 
the industry analysis section. 


CANADA 


Winnipeg, Manitoba—J. Herbert Riley 
has been appointed president and general 
manager of the NORTHERN TRUSTS Co., 
and Harold R. Parker named manager 
of the Winnipeg office. 
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HALIFAX OTTAWA CALGARY 
SAINT JOHN TORONTO EDMONTON 
QUEBEC HAMILTON VANCOUVER 
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$900,000,000 
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COMPANY 


BRIEFS 

Kansas City, Mo.—TRADERS NATIONAL 
Bank of Kansas City is the new name of 
Traders Gate City National Bank, as of 
April 1. K. H. Armstrong is trust officer. 

St. Paul, Minn.—Empire National 
Bank and Trust Co. has changed its 
name to EMPIRE NATIONAL BANK of St. 
Paul. 





New York, N. Y.—R. Gregory Page, 
vice president of BANKERS TRUST Co., 
the only member of the staff whose ser- 
vice dates from the year of the com- 
pany’s founding, was honored recently 
at a dinner given by the official staff and 
received from President S. Sloan Colt 


a framed pyramid (symbolizing the 
bank’s emblem) made of 45 cent pieces, 
one minted in each year of his service, 
and redeemable for $100 when presented 
to the controller. Mr. Page is in charge 
of the corporate trust department. 
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New York, N. Y.—GUARANTY TRUST 
Co.’s president, William L. Kleitz, was 
nominated by Governor Dewey for a 
three-year term on the New York State 
Banking Board, to succeed F. Abbot 
Goodhue, former president of BANK or 
THE MANHATTAN Co. 


Rochester, N. Y.—John W. Remington, 
vice president and trust officer of Lin- 
COLN ROCHESTER TRUST Co., has been 
named chairman of the special commit- 
tee for the 1949 Community Chest. 


Houston, Texas—South Texas Com- 
mercial National Bank has shortened its 
name to SOUTH TEXAS NATIONAL BANK. 

London, ‘England—A new subsidiary 
of Barclays Bank Ltd., known as Bar- 
CLAYS BANK EXECUTOR & TRUSTEE Co. 
(Channel Islands) Ltd., has been regis- 
tered in Jersey for the purpose of trans- 
acting executor and trustee business in 
the Channel Islands. 


MERGERS — TRUST POWERS 


Lake Charles, La.—Lake Charles Bank 
& Trust Co. has converted into a national 
bank under the title GULF NATIONAL 
BANK AT LAKE CHARLES, and has been 
granted trust powers under the Federal 
Reserve Act. 

Canajoharie, N. Y.—Trust powers have 
been granted to the First NATIONAL 
BANK under the Federal Reserve Act. 

Wheeling, West Va.—The National Ex- 
change Bank of Wheeling has been ab- 
sorbed by WHEELING DOLLAR SAVINGS & 
Trust Co. as of March 1, 1949. 


Toronto, Canada—CANADA PERMANENT 
TrRusT Co. has purchased the General 
Trust & Executor Corporation, Halifax, 
with all employees of the latter being ab- 
sorbed by Canada Permanent. 


IN MEMORIAM 


GANUS V. FAIT, vice president in the 
trust department of NORTHWESTERN NA- 
TIONAL BANK, Minneapolis. 

RICHARD S. HAWES, president of the 
American Bankers Association 1919-20, 
and senior vice president of the First 
NATIONAL BANK, St. Louis, until his re- 
tirement in 1946. 


ALEXANDER CLINTON LIVINGSTON, vice 
president in charge of the trust depart- 
ment of MARINE TrRusT Co., Buffalo. 

HuGu MCLEAN, trust officer in charge 
of the trust department of CoLorapo Na- 
TIONAL BANK. 

DANIEL J. MAHONEY, president of the 
Bronx County (N. Y.) Trust Co. 

ARTHUR V. MORTON, vice president in 
the trust department of the PENNSYL- 
VANIA Co. FOR BANKING & Trusts, Phila. 

ROBERT E. OGLESBY, assistant vice pres- 
ident and assistant trust officer of FLOR- 
IDA NATIONAL BANK & Trust Co., Miami. 

G. Harry WEHMER, vice president and 
trust officer of the PRovIDENT SAVINGS 
BANK & Trust Co., Cineinnati. 
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1949 STATE LEGISLATION 


Arkansas 


Act 140: Enacts a revision and codi- 
fication of all probate laws. 


Idaho 


S.B. 39: Adopts prudent man rule of 
trust investment. 

Ch. 33: Permits corporate fiduciaries, 
with consent of individual co-fiduciary, 
if any, to register trust assets, real or 
personal, in the name of a nominee. 


Indiana 


Ch. 145:Provides that, except as to 
United States obligations held jointly or 
on which there appears the name of a 
surviving co-owner, the survivor of 
persons holding personal property in 
joint tenancy shall have the same rights 
only as the survivor of tenants in com- 


mon, unless otherwise expressed in the 


instrument. ‘ 

Ch. 102: Relieves personal _repre- 
sentative and distributees, who have re- 
ceived distributions with court approval, 
from liability for claims filed after the 
expiration of one year from the giving 
of notice of appointment by the person- 
al representative. 

Ch. 53: Increases’ from $500 to 
$1,000 the amount of articles which a 
widow may take. 


Maine 


Ch. 24: Increases to $5,000 in the 
aggregate the amount of joint bank ac- 
counts and loan and building association 
shares which may pass to the survivor. 


Montana 


Ch. 71: Amends section relating to 
proof of will in absence of witness, to 
make time of filing petition, rather 
than time fixed for hearing, the control- 
ling date. 

Ch. 112: Adds to cases where execu- 
tor or administrator may sell decedent’s 
property on order of court, those situa- 
tions where it appears that sale would 


alleviate expense or hardship to, or © 


be to the best financial interest of, the 
estate or those interested therein, or if 
all heirs petition for such sale. 


New York 
Ch. 78: Extends to May 1, 1950, the 
eflective date of the 1946 amendments 
telating to the treatment of powers of 
appointment for purposes of the trans- 
fer and estate taxes. 


Apri, 1949 


Ch. 162: Amends section relating to 
taxation of income of beneficiaries of 
estates and trusts, to clarify deductions 
for distributable income. 


Ch. 178: Changes from thirty to 
sixty days from final determination of 
United States estate tax, the time with- 
in which additional state tax may be 
paid without interest. 


Ch. 225: Denies any deduction, for 
estate tax purposes, on account of any 
liability of decedent incurred or as- 
sumed for the acquisition, care, im- 
provement, use, enjoyment or disposi- 
tion of real estate situated, and tangible 
pérsonal property having an actual 
situs, outside the state. 


Ch. 227: Amends Surrogate’s Court 
Act relating to commissions of testa- 
mentary trustees to provide that com- 
missions “on income” for any given 
trust year shall be allowed and retained 
only from income derived from the 
trust during such year. 


North Carolina 
Sec. 28-6, Gen. Stat. 1943, is amend- 


ed to authorize any person, who re- 
nounces his right to qualify as admini- 
strator, to nominate in writing at the 
same time some other qualified person, 
who shall be entitled to the same pri- 
ority of right to qualify as the nomina- 
tor. 


H.B. 95: Allows personal representa- 





tive to file final account for settlement 
at any time where decedent did not own 
any real property or interest therein 
and the only assets of the estate consist 
of (a) proceeds received for wrongful 
death or (b) group life insurance. 


Oregon 


Ch. 82: Amends Sec. 17-101 O.C. 
L.A. 1940, to include equitable estates 
in land as subject to widow’s claim of 
dower. 


South Dakota 


S.B. 22: Empowers executors, ad- 
ministrators and guardians to settle tort 
claims with approval of county court. 


S.B. 196: Permits county judge to 
act as executor, etc. if retained prior 
to judgeship. 

H.B. 25: Amends laws relating to 
ancillary administration of estates of 
non-residents. 


H.B. 255: Permits notice of sale in 
probates of more than $500 to be 
mailed. 


H.B. 316: Eliminates probate pro- 
ceedings in certain inheritance tax cases. 

S.B. 186: Repeals Ch. 408, 
1947, re inheritance tax liens. 

S.B. 189: Amends tax law relating 
to property transferred in contemplation 


of death. 


S.B. 133: Permits reduction or in- 
crease in bonds of fiduciaries when so 
authorized by the court in which they 
are filed. 


Laws 


Pinko 
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WHERE THERE'S A WILL 


Western Union Telegraph Co., left 
s entire estate to his wife, remarking 
that he trusted in her to provide for 
their children. In naming his wife exe- 


cutrix, Mr. Egan added: 


“If my wife should desire it, any 
trust company in New York or New 
Jersey that she may nominate shall be 
designated co-executor . . I am 
prompted to insert this provision so 
that my darling wife will consult some 
reputable trust company about my 
estate and be governed by its advice 
as to investments to the end that my 
estate may be invested to the best ad- 
vantage and the income therefrom 
maintained at the highest rate consistent 
with safety.” 


Mrs. Egan renounced her appoint- 
ment in favor of her son. It is also in- 
teresting to note that probate of the will 
has been delayed and complicated as a 
result of the fact that the instrument 
offered is a duplicate original and the 
other copy could not be _ located. 
Through numerous depositions, an at- 
tempt has been made to overcome the 
presumption that the missing copy was 


J Westen L. EGAN, president of the 
i 


destroyed by the testator with intent to 
revoke the will. 


LOYD CHURCH, New York Su- 

preme Court Justice, in providing 
for a $25,000 bequest to his daughter 
Helen, stated that this legacy was not 
to be diminished in the event that the 
estate was insufficient to pay all ex- 
penses and other bequests. A total of 
$24,000 was given to his. brothers, 
sister, and five religious and educational 
institutions, 


A trust of $30,000 is established for 
Laura A. W. Fox, the income being pay- 
able to her for life with so much of the 
principal as is necessary to make 
quarterly payments of $400. Upon her 
death the principal will be paid to the 
University of Virginia. 

Mr. Church’s former wife is to re- 
ceive the income from a trust of $60,- 
000. At her death the income is to be 
paid to a grandson, Lawrence, for life 
and then the principal is to be divided 
among his descendants. The executor 
and trustee — Central Hanover Bank 
and Trust Co. of New York — is em- 
powered to apply an aggregate of 20% 
of the principal for his education. 


The rest of the estate is placed in 
trust to pay the income to Helen and 
upon her death, to her two daughters, 
At their death, the principal is to go 
to their respective descendants. 

The trustee may pay Helen up to 
50% of the principal, as it deems ad. 
visable, to promote the advancement of 
any business, vocational or professional 
interests of the daughter or her chil. 
dren, or to provide for their proper 
education, housing, maintenance and 
support. 


HARLES H. TOWNE, who as edi. 
Ux of the magazine Smart Set ac. 
cepted some of the first work of 0. 
Henry, left an estate formally valued 
at over $20,000. A well known author 
in his own right, Mr. Towne gave $100 
each to his sister and brother, the latter 
predeceasing him and leaving four 
children who under the law will share 
the legacy. The rest of the estate was 
bequeathed to a niece who was named 
co-executor with Irving Trust Company 
of New York. She renounced her ap. 
pointment in favor of the trust company. 


aa @ 


Mrs. Mary Palmer of Los Angeles 
finally got around to filing her husband's 
will. He’s been dead for 53 years. 


3 Years’ Fiduciary Experience 


INSURES EXPERT CARE OF YOUR ESTATE 
AND TRUST MATTERS IN NEW YORK STATE 


For expert care of estate and trust matters requir- 
ing special attention, we offer long experience, 
complete facilities, modern operational methods. 


24 offices in Greater New York to cooperate with you 


BROOKLYN TRUST COMPANY 


MAIN ‘OFFICE: 177 Montague Street, Brooklyn 
NEW YORK OFFICE: 26 Broad Street, New York 


Member Federal Deposit Insurance Corporation 


New York Clearing House Association 


Federal Reserve System 
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INCOME TAX 


Splitting of trust income in Commun- 
ity Property State (Louisiana). Taxpay- 
er, resident of Louisiana, received in- 
come for 1942 from a trust under which 
he was also the trustee. Commissioner 
determined that such income was the tax- 
payer’s separate income and taxable to 
him. Taxpayer sued for refund on ground 
that income constituted community in- 
come, taxable one-half to him and one- 
half to his wife. 


HELD: Refund granted. Status of in- 
come is governed by law of Louisiana. 
Under that law as it existed in 1942, 
every marriage contracted in Louisiana 
brought into existence a partnership or 
community consisting of profits of all ef- 
fects over which husband had the admin- 
istration and enjoyment, either of right 
or in fact. Wife’s income was community 
income only where husband had a hand 
in administration of the income. 


Under Louisiana law as it exists today, 
profits of separate properties of spouses 
become community income, unless wife 
executes and records, in parish where 
husband and wife live, instrument to the 
effect that such income is her separate in- 
come. United States v. Burgess, C. C. A. 
5, Feb. 25. 


Trust income currently distributable. 
Taxpayer was beneficiary of trust created 
by his father. For 1941 trustees reported 
taxpayer’s distributable share of trust in- 
come as $15,681, without any reduction 
for accrued trustee’s commissions for 
that year. Taxpayer reported this amount 
in his return for 1941. Later, trustees 
filed amended fiduciary return which re- 
duced taxpayer’s distributable share to 
$14,741 by deducting amount of trustees’ 
commissions chargable to taxpayer’s 
share. Taxpayer sought to adjust his dis- 
tributable share originally reported to 
reflect amount of commissions payable. 
Commissioner objected on ground that 
trust kept its books on cash basis and 
commissions were not paid until 1942. 


HELD: Taxpayer sustained. Test of 
taxability of trust income to beneficiary 
is not receipt of income, but present 
right to receive it. Overpayment to bene- 
ficiary by mistake of law or fact renders 
him liable not on amount paid, but on 
that payable. Taxpayer should pay tax 
on his share of trust income as though 


Apri, 1949 


FEDERAL TAX NOTES 






SAMUEL J. FOOSANER 
Tax Attorney, Newark, New Jersey 


amount of his distributive share had been 
properly distributed. Moseley v. Comm., 
T. C. Memo. Feb. 17. 


ESTATE TAX 


Transfer of survivorship annuity in- 
cluded in estate. Decedent was partici- 
pant in Retirement Benefit Group Plan 
sponsored by employer, and as such was 
owner of an annuity contract. He exer- 
cised option under contract with insur- 
ance company, whereby his annuity was 
reduced in consideration of an agreement 
by insurance company to pay his wife 
part of annuity for her life beginning at 
his death, provided she survived him. 
Commissioner determined that decedent 
had thus made a transfer “to take effect 
in possession or enjoyment at or after 
death.” 

HELD: Commissioner sustained. In 
three earlier Court of Appeals cases, it 
had been held that transfers were incom- 
plete until death of first annuitant, which 
“caused a shifting, or the completion of 
a shifting of an economic benefit of prop- 
erty, which is the subject of a death tax.” 
Fact that in these three cases annuity 
was purchased by first annuitant with his 
own funds, did not distinguish them from 
present case where annuity was pur- 
chased by employer. Est. of Higgs v. 
Comm., 12 T. C. No. 48, March 2. 


Transfer of stocks with control of divi- 
dends retained, held in contemplation of 
death. Decedent created 22 trusts in 
1935, and one in 1940, to which he trans- 
ferred almost 1,000 shares of common 
stock in close corporation controlled by 
him. During decedent’s life, no dividends 
were paid and trusts were completely in- 
active until his death. Thereafter, in 
1943 and 1944, dividends of $4.00 and 
$2.00 per share, respectively, were paid. 
Commissioner determined that trusts 
were made in contemplation of death, and 
includible in decedent’s estate. 


HELD: Commissioner sustained. Es- 
tate was unable to explain why stock, 
which had never paid dividends, was 
transferred to trusts established for in- 
come beneficiaries, or why no dividends 
were ever paid up to decedent’s death. 
There was an inference, from fact that 
trusts were inactive during life of gran- 
tor, that transfers were made as a sub- 
stitute for a testamentary disposition. 
Estate of Reeves v. Comm., T. C. Memo, 
Jan. 31. 


Transfers and ante-nuptial agreement 
effected as part of plan, held in contem- 
plation of death. Decedent, at age of 75, 
made two transfers in trust for benefit 
of his children. Two days later he en- 
tered into agreement with his prospective 
wife, which cited transfers that had been 
made and the property he had remaining, 
and provided that his wife was to receive 
$1,500 a year from one of properties 
transferred, for her life, commencing 
with his death. Upon decedent’s death 
five years later, Commissioner deter- 
mined that transfers were made in con- 
templation of death and, hence, includ 
ible in his estate. 


HELD: Commissioner’s determination 
correct. Decision does not turn on fact 
that decedent was 75 years of age at time 
of transfers, since he enjoyed excellent 
health. However, fact that ante-nuptial 
agreement was made two days after 
transfers, combined with language of 
agreement referring to transfers, indi- 
cated that transfers were made in con- 
templation of death. Gillette v. Comm., 
T. C. Memo, Jan. 25. 


Transfer held effective at death. Six 
years prior to his death, decedent created 
trust with income payable to wife for life. 
If he survived her, he was to receive in- 
come for his life. Upon death of survivor, 
principal was distributable to his nep- 
hews and nieces. One reason for creation 
of trust was urging by the wife that she 
be restored to her former financial self- 
sufficiency and to allay her jealousy of 
decedent’s adopted daughter. Commis- . 
sioner included entire trust property in 
decedent’s estate on ground that it was 
made in contemplation of death, and to 
take effect at decedent’s death. 


HELD: Principal of trust, after de- 
ducting value of wife’s life interest, is 
includible in decedent’s gross estate. As 
to life estate of wife, Commissioner’s 
theory of contemplation of death could 
not be sustained since motive prompting 
that part of transfer could not possibly 
be connected with testamentary purposes. 


Est. of McCulloch v. Comm., T. C. Memo, 


Feb. 11. 


Where shares held in co-tenancy, half 
includible—where joint tenancy, all in- 
cludible. Commissioner included 105 
shares of realty corporation stock in de- 
cedent’s estate. At time of death, only 30 
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shares stood in decedent’s name alone; 
55 stood in names of decedent and his 
wife “as joint tenants and not as tenants 
in common,” and 20 were held in joint 
names of decedent and wife. Executrix 
included for taxation only the 30 shares 
which stood in decedent’s name alone. 


HELD: As to 20 shares held as co-ten- 
ants, only ene-half the value is includible 
in decedent’s estate. Full value of 55 
shares held as joint tenants and 30 shares 
standing in decedent’s name, is includible. 
Although executrix contended that the 
80 shares were received in exchange for 
bonds which were paid for by check from 
a joint bank account, it was not shown 
that the wife had a half interest in that 
account. As to the 55 shares, contention 
was that they were received in exchange 
for bonds purchased with funds received 
from sale of a house which stood in the 
names of decedent and his wife. However, 
this did not justify exclusion since evi- 
cence did not show whether house was 
held in joint tenancy, tenancy by the en- 


tirety tenancy in common. Est. of Ten- 
nant v. Comm., T. C. Memo, Jan. 31. 


Powers reserved as to income and man- 
agement of trust make principal taxable. 
Decedent and wife established five irre- 
vocable trusts for children and grand- 
children, each contributing one-half of 
principal. Decedent was trustee and re- 
tained wide powers, it being his intention 
to increase principal of trusts through 
exercise of good business judgment. 
Trustee was authorized, in particular, to 
determine whether gains from sale of se- 
curities should be treated as income or 
retained as part of corpus. Commissioner 
included one-half of trust property (con- 
tributed by decedent) in his gross estate. 


HELD: Commissioner’s determination 
correct. Question here was whether 
power retained by settlor was sufficient 
to be called power to “alter or amend.” 
He could allocate gains to income, so the 
life tenants could get them, or to prin- 
cipal, so that remaindermen would get 
them. As to increase in value of trust, 


Ohio’s Oldest Trust Company 
Offers Complete Fiduciary Service 


Cincinnati, Ohio 





TRUST SERVICE EXCLUSIVELY 


Detroit Trust Company, with its many years of experience 
in every phase of trust business, is especially qualified 
to serve in any situation requiring a Michigan fiduciary. 


DETROIT TRUST COMPANY 


201 W. FORT STREET « 


DETROIT 31, MICHIGAN 
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._ of Pennsylvania, 


this constituted power to alter or amend 
as to increments to principal and income 
of life tenant which settlor-trustee could 
withhold or pay over at his discretion, 
Further question was whether this power 
to alter or amend affected very substan. 
tially the interests of life tenants and 
remaindermen, even though he could not, 
unless he lost all money of trusts, elim- 
inate remaindermen, Court decided he 
could affect them by many of things he 
retained power to do. Therefore, one-half 
of the principal attributable to decedent’s 
contributions was includible in his estate. 
Comm. v. Est. of Hager, CCA-3, Feb. 23, 


Transfers with right to accumulate in- 
come includible. Decedent conveyed to 
herself as trustee for her four adult chil- 
dren certain property subject to mort- 
gages on which she was primarily liable, 
Under trust agreement decedent reserved 
right to herself as trustee to pay off 
mortgages out of trust income or in such 
manner as she deemed to best interest of 
beneficiaries. She also reserved right to 
withhold income from beneficiaries and 
add it to principal. Trust was to continue 
for grantor’s life unless sooner termin- 
ated by her, in which event principal was 
to go to beneficiaries or their heirs. Com- 
missioner included trust property in 
grantor’s estate, because of reservation 
of (1) right of enjoyment, (2) right to 
withhold income, and (3) right to ter- 


- minate trust at any time. 


HELD: Entire trust property is in- 
cludible in decedent’s estate. Without de- 
ciding whether right to use trust income 
for payment of mortgages was equivalent 
to enjoyment of or right to income, Court 
held that reservation of right to accumu- 
late income and to terminate trust 
brought transfer within meaning of stat- 
ute. Estate of Hays v. Comm., 12 T. C. 
No. 31, Feb. 17. 


Renunciation under power of appoint- 
ment does not cause inclusion of property. 
Will of decedent’s father created trust 
from which, after annual payment for 
charitable purposes, two-thirds of income 
was to be paid to her for life, and balance 
then remaining to her son for life. The 
principal of two-thirds portion was sub- 
ject to general testamentary power of 
appointment, and balance was to be 
divided per stirpes among decedent’s 
son’s children and issue of his deceased 
children. In default of exercise of power 
of appointment, deceased daughter's 
share of net income was to be paid to 
grandchildren in equal shares during life 
of decedent’s son. Upon death of said 
son principal was to be distributed among 
grandchildren or their issue. 


Decedent exercised power in favor of 
her son. Decedent died in 1939, a resident 
and about fourteen 
months thereafter, but before estate tax 
return was filed, decedent’s soh renounced 
in writing, “the benefits I may receive 
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HELD: No portion of said two-thirds 
js includible under Section 811(f) of the 
Internal Revenue Code, as it read prior 
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Commissioner contended in alternative 
that two-thirds portion was includible in 
decedent’s estate as intestate property of 


state. 
sb. 23, 


ite ine Pher father. However, under Pennsylvania 
ed to law, in absence of express contrary in- 
t chil. Ftention, a legacy in default of appoint- 
mort- ment vests in legatee subject to being di- 
liable, Fvested by exercise of power. Here, at- 







tempt was made to exercise power but ex- 
ercise was rendered ineffective by son’s 
renunciation. Therefore, property did not 
pass as part of decedent’s estate. Comm. 
v. Est. of Cardeza, C. C. A. 3, Feb. 8. 


Donations to trust created by another 
held includible. In the foregoing case, 
decedent made contributions to the trust, 
in order to enable trustees to exercise 
certain stock warrants which they held 
but which they would have otherwise 
been unable to exercise because of local 
law and limitations imposed on trustees 
in father’s Will. Commissioner contended 
that entire contributions were includible 
in decedent’s estate. Estate raised no 
question as to includibility of two-thirds 
portion but asserted that remaining one- 
third was not includible. 


HELD: Remaining one-third is also in- 
cludible under Section 811(c) by reason 
of possibility of reverter in decedent con- 
tingent upon her surviving her children 
and their issue. Comm, v. Est. of Car- 
deza, supra. 
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Gifts of insurance policies are gifts of 
future interests. In 1944 taxpayer made 
seven gifts under irrevocable trust agree- 
ment directing trustees to hold each gift 
as separate trust. Income from one trust 
was payable to wife with remainder over 
to son and daughter. Two were for benefit 
of son and daughter, with income pay- 
able immediately and principal payable 
December 31, 1949. Remaining transfers 
consisted of insurance policies and were 
for benefit of wife, children and grand- 
children with principal payable at future 
date. Grantor claimed annual exclusions 
totaling $17,752. Commissioner disallow- 
ed them on ground that transfers consti- 
tuted gifts of future interests. 


HELD: Insurance policies constituted 
gifts of future interests, and no exclu- 
sions are allowable. Transfers to trusts 
for son and daughter were gifts of fu- 
ture interests as to principal, present in- 
terests as to income. In determining 
whether gift is one of present or future 
Interest, we look not to when title vests 


vor of 
sident 
urteen 
te tax. 
yunced 
eceive 


TATES Aprit, 1949 


but to when enjoyment begins. A vested 
right is not enough; the donee must have 
right to use, possess and enjoy the prop- 
erty presently. Although donor complete- 
ly divested himself of all interest. in 
property, that is insufficient to make any 
of transfers involved gifts of present in- 
terests, since use and enjoyment of prin- 
cipal were postponed to future. Phillips 
v. Comm., 12 T. C. No. 32, Feb. 21. 


Transfer to mature at later age held 
gift of future interest. Taxpayer cre- 
ated trust on Sept. 26, 1944, for benefit 
of two individuals. Trust agreement pro- 
vided for use of so much of income as 
trustee might deem necessary and de- 
sirable for support, education and main- 
tenance of beneficiaries during their re- 
spective minorities. One beneficiary had 
already attained his majority at time 
trust was established. The other became 
21 on March 9, 1945, at which time one- 


_ half of income of trust was paid to him. 


Taxpayer took exclusion of $3,000 for 
each beneficiary. Commissioner disallow- 
ed them. 


HELD: Commissioner sustained on 
grounds similar to those of preceding 
case. Enjoyment was postponed since it 
was only on attainment of 21 that right 
to entire income matured. Hessenbruch 
v. Comm., T. C. Memo, Feb. 15. 


Valuation of stock in close corporation 
determined from earning ability, like 
factors. Donors made gifts to their wives 
and children of 300 shares each of capital 
stock of corporation which they control- 
led. Shares were valued for gift tax pur- 
poses at $275 per share. Commissioner de- 
termined a value of $1250. 

HELD: Valuation determined by Tax 
Court to be $750 per share. Evidence of 
this value-is to be found by resorting to 
company’s record of successful operation 



































over long period of time, sound financial 
structure, fairly consistent history of 
earnings, liberal policy of dividend dis- 
tributions, and prospective earnings at 
valuation dates. Estate of Heppenstall v. 
Comm., T. C. Memo, Jan. 31. 


RULINGS 


T.D. 5687, amending Income Tax Reg- 
ulations 111 to conform to the Revenue 
Act of 1948, and T.D. 5688, amending 
Section 29.126-1 of Regulations 111 re- 
lating to income from estates and trusts, 
have just been released. Before amend- 
ment, latter section provided that 
amounts allowable as a deduction for 
estate tax purposes were not allowed as 
a deduction to estate for income tax pur- 
poses unless statement was filed in dupli- 
cate with return to effect that they had 
not been claimed as deduction for estate 
tax purposes, together with waiver of 
any right to have them so allowed at any 
time. As amended, section provides that 
statement and waiver may be filed with 
return, or with Commissioner or Col- 
lector for District where return was filed, 
for association with return. 


Request for prompt assessment of de- 
cedent’s income tax. Section 275 (b) of 
Internal Revenue Code, which provides 
for shortening of statute of limitations to 
eighteen months in case of a decedent, 
where written request for prompt assess- 
ment is made by the executor, makes no 
mention of particular office of Bureau to 
which request must be sent. Informal rul- 
ing of Treasury Department states that 
request may be filed either with Bureau 
in Washington, Office of Collector of In- 
ternal Revenue, or Office of Internal 
Revenue Agent in Charge. However, more 
expeditious handling results when request 
is filed with Collector or Revenue Agent 
in Charge. Special Ruling, Feb. 16. 





~NOTES ON CURRENT LITERATURE 


Books 


An Answer for Everything — Behind 
the Dotted Line with a Life Insur- 
ance Agent 
HUBBARD HOOVER. Whittlesey House, 
McGraw Hill Book Co., Inc. 239 pp. $3.00. 
Now and then T&E’s New York legal 

editor, Joseph Trachtman, rebukes us 

mildly for omitting things. Recently he 
was surprised that we had not reviewed 
this book. 

We countered by asking him to write 
the review, which he did as follows: 

Some day everyone will know what a 
Chartered Life Underwriter is; and it 
will not be surprising that neophytes in 
the life insurance profession must first 
take aptitude tests. In that distant happy 
day, when “selling” will be considered 
vulgar, the neophytes and their elders 
in the life insurance profession may want 
to know what it was like in the barbarous 
days when an unsuspecting public was 
subject to the tactics of little men equip- 
ped only with rate books. It is hard to 
believe that even in that cold, scientific 
world there will not again come a time 
when there will be luncheons and inspira- 
tional addresses. Then, Hubbard Hoover’s 
little book will be rediscovered by a 
speaker with a flair for antiquities, and 
the sharp, scientific C.L.U.’s will realize 
that though their ancestors might have 
Been unscientific they had a roaring good 
time. 

In the meanwhile, anyone who -has 
either had a life insurance policy sold to 
him and who is interested in humanity 
will enjoy this book. In a smooth, simple, 
deft way it tells stories and portrays 
characters — with all their ups and 
downs, their tragic and comic moments 
— who happen to be in the life insurance 
“game” and “strictly from hunger,” as 
they say in Hollywood. 


Where but in the life insurance game 
is there such opportunity for the picar- 
esque life — yet with complete respect- 
ability, absolutely no harm to anyone and 
with such rewards? I suppose they can 
become even more scientific in the life 
insurance profession but they will never 
have any more fun or do more good than 
Mr. Hoover’s pals. 


The author says the book is frankly 
written for entertainment, and it hits 
that target squarely; but it ought to be 
in the hand of every beginner in life 
insurance, and the old timers should 
treasure it. I doubt whether many will 
find in it “the answers to many of their 
secret questions about life insurance” as 
is suggested on the cover blurb. (Mr. 
Hoover doubtless knows about the tech- 
nicalities but wisely he does not let his 
knowledge interfere with the flow of his 
tales.) The only “constructive” thing 
about the book (if one wants that kind 
of thing) is that it may help “victims” 
to overcome the opening gambits of the 
salesman. But even that will not be 
“constructive” for very long — because 
this is a resourceful breed, and they will 
just use Mr. Hoover’s disclosures as a 
challenge to dream up new openers and 
new answers. 


ARTICLES 


Depreciation of Buildings Held in 

Testamentary Trusts 

THEODORE PROPP. N. Y. Certified Public 

Accountant, March. 

When a testamentary trust includes 
income producing buildings, and the will 
contains no express directions, should de- 
preciation expense be charged to the in- 
come beneficiary? Generally accepted ac- 
counting principles are not conclusive in 
fiduciary accounting, and most New York 
cases have held in the negative. How- 
ever, the author points out that the courts 


Basic Book in the Fuold... for real estate departments 


income. 
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prints of URBAN REAL ESTATE 


- By Arthur M. Weimer ond Homer Hoyt ° 


A CONCISE explanation of economic principles and business 
practices underlying the successful operation of urban real 
estate. It provides an everyday guide to activities of real estate 
departments of financial institutions. 


The administration of real estate resources is analyzed with 
respect to development, production, financing, and marketing. This 
volume is an up-to-date summation and aids in answering questions 
which arise whenever a parcel of urban real estate is bought, sold, 
rented, improved, mortgaged, or taxed. It points out and clarifies 
the full range of physical factors which affect property value and 


THE RONALD PRESS COMPANY 15 East 26th St., New York 10 


apparently would permit a depreciation 
charge against the income beneficiary 
where the testator’s intent could be in. 
ferred with reasonable certainty, and he 
outlines five situations in which that 
might be done. 


Arguing that the income beneficiary js 
usually the primary object of the testa- 
tor’s bounty, Mr. Propp concludes that it 
would be undesirable to enact a statute 
making depreciation against income 
mandatory, but that the general rule to 
the contrary should not be applied s0 
rigidly as some statements of it seem to 
require. The rule should yield to intent 
manifested by evidence other than ex. 
press direction or to exceptional circum- 
stances where blind application of the 
rule would completely subvert the pur. 
pose of the trust. 


Symposium on Estate Planning 
Vanderbilt Law Review, February. 


Some 150 pages of this issue are de- 
voted to a symposium of articles, notes 
and book reviews on estate planning. 
Led off with a Foreword by Mayo A. 
Shattuck, the articles include: 


A Planner’s Primer, Wm. M. Reynolds 


Transfers in Contemplation of Death, 
Edward N. Polisher 


Life Insurance, the Forbidden Fruit, 
William J. Bowe 


Family Partnership v. Corporation— 
Income Tax Aspects, Bruce McClain 


Valuation of Family Controlled Bus- 
iness for Estate Tax purposes, James 
O. Wynn 


Estate Planning in Tennessee, Alec B. 
Stevenson. 


The two Notes are: Will Renunciation 
of Bequest or Failure to Claim Statutory 
Share Constitute a Taxable Gift?, and 
Tennessee Death Taxes. 


Estate Planning under Revenue Act 
of 1948 


A. JAMES CASNER. Harvard Law Review, 
January. 


The first of three main subdivisions of 
this article (which formed the basis of 
the author’s address at the A.B.A. Mid- 
Winter Trust Conference in February, 
the article appearing later) deals with 
the effects of the 1948 Revenue Act upon 
the desirability of inter vivos transfers 
by a husband. These are viewed from the 
standpoint of the possible objectives of 
such transfers: avoidance of income and 
estates taxes, relief from management 
responsibilities and other non-tax con- 
siderations. In addition to consideration 
of comparative results of leaving the 
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TATES 


property in the estate as opposed to life- 
time transfers, attention is given to the 
impact of capital gains and losses. Under 
this head, also, Professor Casner dis- 
cusses the non-tax advantages of the 
revocable trust as a substitute for a will, 
as well as non-tax advantages of irre- 
yocable trusts. 


The section on Transfers at Death goes 
into the classes of property appropriate 
for estate tax marital deduction gifts, 
the amount thereof in relation to the 
maximum allowable deduction and mak- 
ing the deduction gifts equal the max- 
imum. In connection with the latter, the 
author suggests the possibility of ad- 
justing the amount by means of a dis- 
cdaimer of any excess at the husband’s 
death. 

The final section weighs the choice be- 
tween outright and restricted marital de- 
duction gifts, as affected by the require- 
ments for qualification, particularly as 
to trusts and life insurance proceeds. 


Role of Insurance in Estate Planning 
Note, Harvard Law Review, January. 


The functions of life insurance in es- 
tate planning are divided into two broad 
categories in this Note: estate liquidity 
and providing for objects of decedent’s 
bounty. Describing insurance as “often a 
more practical and certain method for 
providing the necessary” cash to pay 
taxes, debts, administration expenses, 
etc., especially where closely held bus- 
iness interests are involved, the writer 
briefly discusses pros and cons of making 
the proceeds payable to the estate, or to 
a named beneficiary with an understand- 
ing as to intended use, or to the trustee 
of an insurance trust. 

Under the second heading are reviewed 
the three methods of utilizing the pro- 
ceeds of insurance for beneficiaries: lump 
sum directly to beneficiary, lump sum to 
insurance trusts, and settlement options. 
The factors to be considered in choosing 
between the latter two are cited with the 
observation that each has its advantages 
and that the three possibilities are not 
mutually exclusive. 

The note concludes with discussion of 
Federal estate tax questions and qualifi- 
cation for the marital deduction. 


Trust Investment Clauses: A Problem 
for Draftsmen 


Note, The Yale Law Journal, January. 


Three general possibilities lie before 
the donor in defining the scope of his 
trustee’s investment power. He may re- 
strict the trustee to ultra-conservative 
Mvestments (through enumeration or ref- 
erence to a “legal list”), or select a num- 
ber of specific investments or types 
among which the trustee may choose, or 
finally he may give the fiduciary full 
Power to make investments. In most cases 
the donor will find that the last alterna- 
tive is best for the beneficiaries, the 
trustee and the economy. 


Apri, 1949 


The writer then considers the matter 
of implementing the decision by a well 
drawn investment clause. The implica- 
tions of each of the three type are dis- 
cussed. 


Who Pays the Federal Estate Tax? 


HARRY STICKNEY. Univ. of Cincinnati Law 

Review, January. 

The marital deduction emphasizes the 
importance of a reconsideration of the 
question of where the ultimate burden of 
the estate tax will fall. The fact that the 
executor may, in certain cases, have a 
right to recover proportionate contribu- 
tions to the tax, does not relieve him of 
the unequivocal statutory duty to pay 
the tax. The Government has the addi- 
tional remedies afforded by the law’s lien 
provisions and imposition of liability on 
transferees. 


To the general rule that the Federal 
estate tax is paid from the residuary es- 
tate, there are three exceptions: (1) 
where insurance or property subject te a 
power of appointment is included in the 
estate and the will does not exonerate 


the recipients thereof from contribution; 
(2) where the decedent is a resident of 
a state which requires apportionment of 
the tax; and (3) where the will provides 
for apportionment. To the first group of 
cases there are, in turn, exceptions intro- 
duced by the 1948 Revenue Act: Insur- 
ance and appointive property passing to 
a surviving spouse as part of the marital 
deduction are removed completely or 
partly from the effect of the contribu- 
tions requirements of the Federal law, 
depending upon whether or not the total 
property passing to the spouse exceeds 
the 50% maximum. 

In determining what provision, if any, 
should be made in a will, the author sug- 
gests a four-step plan: (1) estimate the 
estate tax liability and the amount 
chargeable to the respective interests; 
(2) have the testator decide how he wants 
the tax apportioned; (3) set forth this 
decision in unambiguous terms in the 
will, even if it follows the law, because 
the law may change; and (4) review the 
provision from time to time in the light 
of changing circumstances. 
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AGENCY — Trust Not Created — 
Liability for Investment Losses 


Nebraska—Supreme Court 
O’Connor v. Burns, Potter & Co., 151 Neb. 9. 


Plaintiff, in 1930, deposited with de- 
fendant, securities and cash, under the 
following agreement: 


“*** With reference to my secur- 
ities and funds which you are holding 
for safe-keeping for me, it is my un- 
derstanding that you will act as man- 
ager for such funds and securities. 
You will invest or reinvest the funds 
from time to time and buy, sell or ex- 
change any of my securities at such 
times and prices as your best judg- 
ment may dictate. 


“Your remuneration shall be as fol- 
lows: $1.00 per $1,000.00 face value 
per annum from such securities of 
mine as you may be holding. You will 
receive no other remuneration, other 
than the usual profit which you may 
have in the securities which you sell 
me, or sell for me. 


“I understand that you are in no 
way responsible for the safety of the 
funds invested, and that the risk is 
mine, the purpose of this arrangement 
being to relieve me of the inconven- 
ience of handling my own investment 
affairs. ***” 


The agreement was cancelled Decem- 
ber 1, 1939, and there were losses. Plain- 
tiff claimed that the defendant had the 
duties and obligations of a trustee. 


The securities originally deposited 
“were, as termed by the court, “high 
yielding securities,” in which security 
and safety apparently were not the 
primary consideration. They consisted 
of foreign bonds, local bonds and indus- 
trial stocks not highly rated in financial 
-circles. 


RECENT FIDUCIARY DECISIONS 


HELD: 1. While reference to a trust, 
a trustee, or a trust fund is not neces- 
sary to the creation of a trust, if facts 
exist which establish that a trust actual- 
ly existed, here the provisions of the 
agreement point to a managerial contract 
which creates a principal and agent rela- 
tionship. 

2. The high degree of care required 
of a trustee is not required of a man- 
agerial agent, who is required to act in 
good faith and exercise reasonable skill, 
care, diligence, and judgment in acting 
for its principal. 

3. An agent who holds himself out as 
specially skilled in the undertakings he 
assumes, is obligated to use that degree 
of care and skill which would ordinarly 
be exercised at that time by one perform- 
irig similar functions under like circum- 
stances. The evidence did not establish 
that the agent failed to act in good faith 
or exercise due care, diligence and judg- 
ment. 


AssETs — Administration — Collec- 
tion of Federal Old Age Insurance 
Checks by Administrator 


United States—Court of Appeals, Second Circuit 


Beers v. Federal Security Administrator, et al 
(Estate of Fred C. Perkins) 172 F. (2d) 34. 


The plaintiff, as administrator of an 
estate, obtained possession of ten uncol- 
lected United States Treasury checks 
issued in payment of an allowed claim 
for federal old age benefits. Payment of 
the checks was refused and plaintiff sued 
in the United States District Court to 
review the decision of the Federal Secur- 
ity Administration denying liability, or, 
in the alternative, to recover against the 
United States on the checks under 28 
U.S.C.A. Section 41 (20). 


The District Judge entered judgment 
for the plaintiff holding that the court 
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had jurisdiction of the parties and sub. ct 
ject matter. wy 
HELD: Affirmed. The payee of the § gar 
checks had a claim against the United § anc 
States which he could enforce by suit, if § not 
alive, and his rights passed by operation § tru 
of law to his administrator. cy. 
The section of the Social Security law § 44 
prohibiting a review of a decision of the § "ig! 
Administrator on any claim arising un-f PY? 
der certain sections of the act does not 
rol 





apply to a claim approved by the Admin- 
istrator for which checks were issued) fF 
and where nothing more remained to be} PTO 
done by the Administrator. Other sec. 
tions of the law relied upon by the Fed- 
eral Security Administrator in defense i 
of his action in refusing payment did not C 
prevent a recovery. 

—Reported by Connecticut Legal Editor a 





CHARITABLE TRUSTS — Application} T 
of Cy Pres Doctrine Denied proc 


Kentucky—Court of Appeals port 
Hampton v. O’Rear, 309 Ky. 1. AND 
proc 


trus' 
unde 
take 
the ( 


The testator devised certain property 
to the-Mary Chiles Hospital upon the 
stated “terms and provisions and condi- 
tions” set forth in the will “and not 
otherwise,” to be used in part to erect a 
structure on grounds then owned by the 
hospital, the ground floor of which was 
to be used “for the hospitalization of 
people of Negro blood;” the second floor 
to be used for other general purposes 
of the hospital. It was provided that 
the income from the property should be 
retained until'a fund sufficient to pay 
not more than $12,500 was available for 
the construction of the building and that 
after the construction of the building 
only one-half of the income should be 
used to maintain the portion of the 
building to be provided for Negro pa 
tients, the other one-half to be used for 
the general purposes of the hospital. [ whic} 

Promptly after the testator’s death the} died 
hospital disclaimed the devise, whereup!} Th, 
this action was brought for the purpose} fina] | 
of having the court determine that the} migss;, 
property devised should be used to af filed 
quire premises and erect thereon a stru}groun 
ture to be used for the hospitalization o}testin; 
Negro patients. Was { 


HELD: Cy pres denied. The rule ap-g°Urt 
plicable in Kentucky is that announcedgStoun 
in II Restatement of the Law on Trusts} fed f 
p. 1208, as follows: The ¢ 


_ BPealec 

“If property is given in trust to be applied HE 
to a particular charitable purpose, and it is E 
becomes impossible or impracticable or illeglBwas t, 
to carry out the particular purpose, and if cause 
settlor manifested a more general intention ®§ 
devote the property to charitable purposes, tiidisall 
trust will not-fail but the court will direct MBpis 8 
application of the property to some charitabieg a 
purpose which falls within the general charitBSuard} 
able intention of the settlor.”’ 0 sup 
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= However, by the use of the words, “and 
} not otherwise,” the testator intended that 
the charitable bequest should be applied 


only by the Mary Chiles Hospital on 
grounds owned by it and such application 
was a condition precedent to the vesting 
of title to the property in a charitable or- 
ganization. A mere substantial compli- 
ance with the conditions imposed would 
not serve the purposes for which the 
trust was created. That being true, the 
cy pres doctrine may not be applied. Be- 
cause the devisee duly disclaimed its 
rights under the conditions imposed, the 
purposes of the trust have failed, and 
neither the corpus nor the income there- 
from may be used to establish a hospital 
for persons of Negro blood on any other 
property. 
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CoMMON TRUST FuNDS — Account- 
ing — Jurisdiction of Surrogate’s 
Court 


New York—Court of Appeais 


Matter of Central Hanover Bank & Trust Co., 
N. Y. L. J., March 4, 1949. 


al Editor 


icationf The various appeals in this accounting 
proceeding on a common trust fund, re- 
ported originally in Dec. 1947 TRUSTS 
AND ESTATES 581, have been dismissed on 
procedural grounds, with costs to the 
trustee payable out of the fund. It is 
understood that the matter will again be 
taken through the Appellate Division to 
the Court of Appeals. 
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COMPENSATION — Interest in Estate 
as Guardian Does Not Disqualify 
Testimony 


Pennsylvania—Supreme Court 
Gaston Estate, 361 Pa. 105. 


Rosamond Pinchot Gaston died in 1939, 
intestate, survived by her husband and 
two minor sons. In 1934, her husband had 
renounced his interest in her estate and 
his right as husband to administer it. 
Accordingly, her father became admin- 
istrator and her husband was appointed 
guardian of the estates of the two sons. 
The father filed an account in 1941 in 
which commissions were claimed, but he 
died before the account was confirmed. 


The executors of his estate filed a 
final account on his behalf in which com- 
missions were claimed. Exceptions were 
filed to the commission items on the 
ground that they had been waived. The 
testimony offered in support of the waiver 
was that of Mr. Gaston, but the trial 
rule ap-g°urt excluded his testimony on the 
nouncedg&tound that his adverse interest disqual- 

Trusts) fied him under the statute (28 P.S. 322). 
The guardian ad litem for the sons ap- 
pealed. 














lied 
Py af HELD: Reversed. Gaston’s interest 
or me Was too remote to bar his testimony be- 
and 1 


pentiollll cause of adverse interest. Although the 
-poses, the disallowance of commissions would swell 
cae son’s estates, his commissions as 
ral charig@Suardians of his sons’ estates, his duty 


9 support them, and the possibility he 
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might inherit from them are not direct 
pecuniary interests in the subject in con- 
troversy. 


CONFLICT OF Laws — Effectiveness 
of Revocation of Will Determined 
by Law of Situs of Realty 


Iowa—Supreme Court 
In re Barrie’s Estate, 35 N.W. (2d) 658. 


Decedent’s will, duly executed, was 
first offered for probate in Illinois, the 
state of her domicile. Probate was denied 
because the will had been “cancelled” by 
a method of revocation recognized by 
Illinois statutes, but not in Iowa. De- 
cedent owned real estate, but not per- 
sonal property, in Iowa. After probate 
was denied in Iilinois, the will was of- 
fered for probate in Iowa. 

Section 633.33, Code of Iowa, provides: 
“A will probated in any other state or 
country shall be admitted to probate in 
this state, without the notice required in 
the case of domestic wills, on the pro- 
duction of a copy thereof and of the ori- 
ginal record of probate.” The lower court 
denied probate. 


HELD (by five to four): Reversed. 
The effectiveness of an intended revoca- 
tion of a will disposing of real estate 
must be determined by the law of the 
state where the land is situated and no 
different rule applies where probate is 
denied in the state of domicile. 


The dissent frowned upon the distinc- 
tion based upon lex rei sitae, tracing the 
origin of the rule back to ancient times 
when wills devising real estate were sole- 
ly cognizable by courts of law, while 
testaments bequeathing personal proper- 
ty were within the exclusive jurisdiction 
of the ecclesiastical courts. The dissent- 
ing opinion views revocation as merely 
the converse of execution, pointing out 
that a will can no longer be said to be 
executed after it has been revoked. The 
dissent concludes that the legislature did 
not intend by Section 633.33 to require 
recognition of the laws of another juris- 
diction in the matter of admission there 
of a will to probate, yet not with respect 
to the question of revocation. 
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DISTRIBUTION — Effect of Adoption 
on Right of Child to Inherit From 
Parent 


United States—District Court, D. C. 
In re Penfield’s Estate, 81 F. Supp. 622. 


Decedent died intestate and the person- 
al property was claimed by a daughter 
of a deceased brother of decedent and by 
cousins in the first degree of the de- 
cedent. The first cousins contended that 
the daughter of the deceased brother was 
hot entitled to the personal property by 
reason of the fact that she was the adopt- 
ed daughter of her maternal grand- 
mother, and that by reason of Section 
16-205, Title 16 of the District of Colum- 
bia Code, all rights of inheritance be- 
tween the adopted daughter and her 
natural parents were cut off. 

On the other hand the niece insisted 
that the provisions of the statute cutting 
off the rights of an adoptee to a distri- 
bution of the estate of a collateral rela- 
tive of her natural parent has no appli- 
cation to her because of the provision of 
Section 16-207, Title 16 of the Code which 
provides that Section 205 shall have no 
retroactive effect and shall not affect in 
any way the rights obtained by any de- 
cree of adoption entered prior to August 
25, 1937. 


HELD: Although the present law cuts 
off the right of a child to inherit from a 
parent, where such child is adopted by 
another, it is applicable only to those 
who were adopted subsequent to the en- 
actment of the pertinent legislation in 
1937. As the petitioner niece was adopted 
prior to then, the statute does not oper- 
ate to cut off her right of distribution 
from the estate of ‘the decedent. 


DISTRIBUTION — Heir Succeeds to: 
Trust Beneficiary’s Interest 


Oregon—Supreme Court 
Williamson v. Denison, 202 P. (2d) 477. 


Testator left the residue of his estate 
in trust to pay the income to his wife 
for life, together with such sums from 
principal as was necessary for her com- 
fortable maintenance and support. After 
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her death, the income was to be paid to 
their daughter, with a similar provision 
for use of principal. The will then pro- 
vided that upon the death of both the 
wife and daughter, the trustee was to 
pay over any remaining property in 
equal shares to two granddaughters, 
Beatrice and Mary. There was no alterna- 
tive disposition of the trust fund. 


Testator’s wife died in 1938. One of 
the granddaughters, Mary, died in 1944 
leaving her husband as her sole heir. 
Thereafter, testator’s daughter died. In 
a suit brought by the trustee for con- 
struction of the will, the question was 
whether Mary had a vested interest in 
the trust which passed to her husband 
upon her predeceasing the life tenant, or 
did the entire remainder pass to Beatrice. 
The Circuit Court ruled in favor of the 
former construction. 


HELD: Affirmed. An interest is to be 
construed to be vested rather than con- 
tingent. If immediately after the estab- 
lishment of the trust, both the wife and 
the daughter had died, Mary and Beatrice 
would have been entitled to a distribu- 
tion of the trust fund. The contention 
that Mary’s interest was contingent by 
reason of the possibility that the trust 
would be entirely consumed through prin- 
cipal expenditures for the wife and 
daughter, is not sound. It is not neces- 
sary that a legal title should have vested 
in Mary prior to her death but only that 
she should have acquired a vested equit- 
able interest, nor does the vested equit- 
able estate necessarily imply a present 
right of enjoyment. A vested future in- 
terest constitutes a property interest in 
the subject matter of the trust. 

The extent of the interest of the bene- 
ficiary need not be definite at the time 
of the creation of the trust if it is defin- 


itely ascertainable within the period of 
the rule against perpetuities. The trust 
does not fail merely because of the trust- 
ee’s power to withdraw property there- 
from and it is consequently uncertain 
how much of the property will be re- 
ceived by the remaindermen. 


Hence, upon Mary’s death, her husband 
became the owner of her equitable inter- 
est, the enjoyment of which was post- 
poned until the death of testator’s daugh- 


ter in 1947. 
—Staft Digest 


DISTRIBUTION — Unexpended Por- 
tion of Stated Income Belongs to 
Beneficiary’s Estate 


Pennsylvania—Supreme Court 
McManus Estate, 361 Pa. 122. 


Testator directed that a sum sufficient 
to produce a net income of $10,000 be 
held by his trustees, to be expended by 
them for the maintenance and support of 
his daughter, Mary, for life, and on her 
death, the trustees were to pay from “the 
principal thereof and any accumulation 
of income therefrom” specific legacies 
totaling $50,000, and the balance, if any, 
was to be divided between testator’s two 
sons. At the date of the will and of testa- 
tor’s death, Mary was hopelessly and 
permanently incompetent. The Orphans’ 
Court, in its adjudication upon the execu- 
tors’ account, awarded $250,000 as the 
principal of this trust. 

The trustees did not expend $10,000 a 
year for Mary’s maintenance, and at her 
death the unexpended portions amounted 
to $96,911.81. The lower court awarded 
this amount to the administrator of 
Mary’s estate, rather than to the residu- 
ary legatee of testator’s will, who claim- 
ed on the ground that Mary had no 
vested interest in the income and the 
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accumulation of the unexpended portions 
was void. 


HELD: Affirmed. It is not committed 
to the trustees’ discretion to determine 
how much of the income shall be expend. 
ed, and there is no gift of the unexpended 
income; the direction is, “which net year. 
ly income is to be expended” for Mary, 
The reference to the accumulated income 
is uncertain; by it, testator might have 
been referring to undistributed income in 
the trustees’ hands at Mary’s death, or 
the income due and accrued, but not yet 
collected, or the income accrued but not 
yet due. Such definite expression cannot 
cut down the clear gift of $10,000 income 
to Mary. 


JURISDICTION — Probate Proceeding 


not Conclusive on Pretermitted 
Child 


New Mexico—Supreme Court 
Dunham v. Stitzberg, 701 P. (2d) 1000. 


Angle left all of his estate, including 
real property, to-his wife. At the time of 
his death he had two children, neither 
of whom was mentioned in the will. One 
of the children was before the court in 
the probate case and waived service of 
notices and did not protest or contest any 
order of the court. The property of the 
estate was distributed to the surviving 
wife. Subsequently, in transaction in- 
volving the real estate, the title thereto 
was brought in question. 


HELD: Real property passes directly 
to heirs, and is not within jurisdiction of 
Probate Court. Therefore, judgment de- 
termining heirship was not res adjudicata 
insofar as ownership of the real property 
was concerned. 


Sec. 32-107 N.M. Sts. 1941, provides 
that where a person makes a will in 
which any of his children are not named 
or provided for, the testator so far as 
such children are concerned shall be 
deemed to die intestate. Real estate passes 
direct to heirs or devisees and not to exe- 
cutor or administrator. General civil, 
criminal or other specific jurisdiction be- 
yond probate jurisdiction has not been 
conferred upon Probate Courts and they 
have no power to try or determine title. 

There is no estoppel, because title to 
property passed to children immediately 
upon death of testator. They were not 
interested in will and therefore could not 
contest and their interests were not in- 
volved into the probate proceedings. 


LIFE TENANT & REMAINDERMAN — 
Allocation of Proceeds of Sale of 
Securities Received on Reorganiza- 
tion — Perpetuities 

New York—Appellate Division, First Dept- 
Matter of Reese, N. Y. L. J., March 29, 1949. 


(1) The testator directed that the in- 
come of a residuary trust be paid to his 
wife for life and on her death: “I give, 
devise and bequeath the following pet 
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sons the gifts and sums set opposite their 
respective names, which sums are to be 
invested and the income therefrom to be 
paid in semi-annual installments, for the 
terms of their natural lives. The said 
sums can be willed to whomsoever they 
wish at their demise ***. 

Two such beneficiaries bequeathed the 
residue of their estates, including proper- 
ty over which they might have testa- 
mentary powers of appointment, in trust 
for children. The Surrogate held that the 
testator’s intention was to create second- 
ary trusts for the named legatees with 
general powers to appoint the corpus on 
their respective deaths; and that conse- 
quently the attempted exercise of the 
powers in favor of children violated the 
New York rule against suspension of 
alienation and was invalid. 


(2) The Surrogate further held that 
the proceeds of sale of securities re- 
ceived by the trustees in a railroad re- 
organization in exchange for bonds on 
which interest was in default constituted 
principal. 

HELD: (1) The testator did not create 
secondary trusts but made outright be- 
quests to the named legatees. There was 
no alternative disposition of the proceeds 
in the event of the non-exercise of the 
powers nor was there any gift to trustees. 
Although the testator, a layman, had 
drafted the will, he apparently knew 
what language to use in creating a trust 
as he had used it in creating the trust 
for his wife. 


(2) That part of the proceeds of sale 
of the securities received on the railroad 
reorganization which represented default- 
ed interest should be credited to income. 
On the reorganization the values which 
were assigned to the new securities cor- 
responded to the face value of the bonds 
plus defaulted interest. 


REVOCATION — Termination of Ir- 
revocable Trust Allowed — Heirs 
not Remaindermen 


California—Supreme Court 

Bixby v. California Trust Co., 33 A. C. 471 

(Feb. 25, 1949), reversing decision in District 

Court of Appeal, reported May 1948 TRusTs 

AND ESTATES 432. 

Plaintiff brought this action to termin- 
ate a spendthrift trust established: by him 
and declared to be irrevocable. The trust 
provided that upon his death the “residue 
and remainder of said trust estate shall 
be *** distributed and delivered to the 
heirs at law (of the trustor) in accord- 
ance with the laws of succession of the 
State of California then in effect.” 

HELD: (1) Spendthrift provisions do 
hot prevent termination if trustor is sole 
beneficiary. 

(2) If remainder interests were cre- 
ated in plaintiff’s heirs, they were bene- 
ficiaries and the court could not terminate 
the trust without their consent. 


(3) In this case no remainder inter- 
ests were created; trustor is sole bene- 
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ficiary, retaining reversionary interest 
in corpus. Where a person creates a life 
estate with a gift over to his heirs, he 
ordinarily intends the same thing as if 
he had given the property to his estate. 

Court distinguishes Gray v. Union 
Trust Co., 171 Cal. 637, 154 P. 306, on 
ground that in Gray case the property 
was to go at trustor’s death to his heirs 
according to laws of succession of Cali- 
fornia as such laws existed at time trust 
was created. Court also distinguishes 
Bixby v. Hotchkiss, 58 C.A. 2d 445, 136 
P. 2d 597, on ground that there the trust 
was to last twenty years and if trustor 
were to die before expiration of that 
period trust property should go to 
trustor’s heirs in accordance with laws 
of succession “then in effect,” the latter 
provision being construed as meaning 
that heirs were to be determined accord- 
ing to law as it existed at end of twenty- 
year period. Court said that unless Bix- 
by v. Hotchkiss can be.so construed, the 
result is contrary to the decision in the 
instant case. 


On the same day, the Court decided 
Nelson v. California Trust Co., 33 A.C. 
477, construing the same trust and hold- 
ing that since Bixby, the trustor, was the 
sole beneficiary, property in the trust is 
subject to claims of his creditors. 


NOTE: By these decisions, the Cali- 
fornia court has made a good beginning 
toward introducing into the law of the 
state the inextricable confusion existing 
in New York on the same subject mat- 
ter. See Noté 62 Harvard Law Review 
313 (Dec., 1948) to the recent case of 
Richardson v. Richardson, 298 N. Y. 135, 
81 N.E. 2d 54 (1948). It is believed that 
a gift to heirs at law is pretty clearly 
not the equivalent of a gift to the 
donor’s estate, and that few people would 


so understand it. It is only by applying 
artificial analogies resting upon the Rule 
in Shelley’s Case (heretofore not con- 
sidered as being in force in California, 
see Gray v. Union Trust Co., 171 Cal. 
637, 648, 154 P. 306) that such a meaning 
can be superimposed upon a gift to heirs. 


And see the most recent New York 
case, reported immediately below. 


REVOCATION — Termination of Irre- 
vocable Trust Denied — Agree- 
ment Created Remainder not Re- 
version 


New York—Appellate Division, First Dept. 
Worm v. United States Trust Co., 86 N. Y. S. 
(2d) 632. 

The settlor sought to revoke an irre- 

vocable inter vivos trust under Personal 
Property Law, Section 23, which permits 
revocation upon consent of “all the per- 
sons beneficially interested” in the trust. 
The trust provided for the payment of 
the income to the settlor for her life and 
on her death the principal was to be paid 
as she might appoint by will. In default 
of appointment, the principal was to go 
“to the next of kin of the (settlor) in 
the manner and proportions directed by 
the laws of the State of New York for 
the distribution of the estate of persons 
dying intestate.” The settlor delivered to 
the trustee a notice of revocation of the 
trust executed by her alone. 
. At that time she had two sons, 24 and 
14 years respectively. If a remainder was 
created in favor of “next of kin,” the at- 
tempted revocation would be invalid be- 
cause the presumptive remaindermen did 
not consent thereto. If there was a re- 
version the settlor alone could revoke 
since she would then be the only inter- 
ested person. 


HELD: A remainder was created and 
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the revocation was ineffective. The facts 
came within the criteria laid down in 
Richardson v. Richardson, 298 N. Y. 135, 
where it was found that a remainder was 
created if the settlor (1) made a full and 
formal disposition of the principal of 
the trust property, (2) made no reserva- 
tion of a power to grant or assign an 
interest in the property during her life- 
time, (3) surrendered all control over 
the trust property except the power to 
make testamentary disposition thereof 
and the right to appoint a substitute 
trustee, and (4) made no provision for 
the return of any part of the principal 
to herself during her lifetime. 

Mr. Justice Callahan dissented on the 
ground that this was a better case for 
holding that a reversion was created than 
was Scholtz v. Central Hanover Bank and 
Trust Co., 295 N. Y. 488, where the re- 
sult was contrary to that of the instant 
case. 


REVOCATION — Joint or Mutual Wills 
— Constructive Trust 


California—District Court of Appeal 
Brown v. Superior Court, 90 A. C. A. 459 


(Feb. 28, 1949). 

HELD: (1) A conjoint or mutual will 
may be revoked by testator in same man- 
ner as any other will. 

(2) If there is an agreement not to 
revoke, equity will hold parties who re- 


ceive the estate in violation of the agree- 


ment constructive trustees for beneficiar- 
ies under the mutual will. (In this par- 
ticular case there was found to be no 
agreement not to revoke, the agreement 
extending only to the making of mutual 
wills). 


REVOCATION — Unrestricted Power 
to Amend Trust May be Used to 
Effect Revocation 


Massachusetts—Supreme Judicial Court 


Stahler v. Sevinor, 1949 A. S. 259; March 4, 
1949. 


Stahler and Sevinor set up a real estate 
trust, with themselves as trustees, the 
beneficiaries being their respective wives 
in equal shares. The trust was to last 20 
years. Then the trustees were to distri- 


bute the trust fund to the beneficiaries. 
The trust contained a provision that it 
might be “amended and/or extended by 
the trustees from time to time... as in 
their . . . discretion shall seem best for 
the interest of the trust.” 


In 1945 the two trustees duly executed 
and recorded an amendment to the effect 
that “at any time, if any trustee desires, 
he shall have the right to terminate the 
trust by notice in writing to the other 
trustee.” In 1947 Stahler gave due notice 
to Sevinor of his intention to terminate 
the trust. Sevinor refused to recognize 
the termination or to meet Sevinor to 
discuss it. Accordingly Stahler brought a 
bill in equity in the superior court to en- 
force the termination of the trust. 


HELD: The power of amendment in 
the trust instrument was unrestricted in 
its terms, and an unrestricted power of 
amendment may be used to effect a revo- 
cation or termination of the trust. Ac- 
cordingly Stahler was entitled to relief. 


SPouSE’s RIGHTS — Claims between 
Husband and Wife — Fraud on 
Wife’s Share in Husband’s Estate 


Virginia—Supreme Court of Appeals 
Norris v. Barbour, 51 S. E. (2d) 334. 


A executed and delivered his bond for 
$20,000 payable one year after his death 
to T, Trustee, the bond stating it and its 
proceeds were to be applied by T in ac- 
cordance with the terms of the declara- 
tion of trust that day executed between 
A and T. That declaration provided that 
T should collect the bond at its maturity 
and divide the proceeds among certain 
named collateral kin of A. During A’s 
lifetime, he with his own funds paid a 
note made by his wife and himself and 
secured by a mortgage on real estate 
owned by them jointly and took an “as- 
signment” of the note. He also expended 
sums of his own in improving their joint- 
ly owned real estate. The wife expended 
funds of her own for her hospitalization, 
nursing, medical expenses, and necessar- 
ies, A having failed or refused to provide 
for them. Upon A’s death, his wife ef- 
fectively renounced his will and elected 
to take her dower in his realty and her 
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statutory share in his personalty. She 
died shortly thereafter. 


Suit was instituted to settle A’s estate, 


HELD: (1) The bond and declaration 
of trust were without consideration, con- 
stituted a scheme to defraud the wife of 
her expected distributive share in A’s 
estate, and were accordingly void though 
under seal. While a husband can during 
his lifetime, for the express purpose of 
defeating his wife’s claim as a distribu. 
tee of his estate, give away his personal 
estate or transfer it in an irrevocable 
trust, he cannot defeat her said claim by 
a voluntary promise, though under seal, 
to pay money to another at or after his 
death. 


(2) Since the husband indicated by 
taking an “assignment” of the joint note 
that he was making no gift to his wife 
of her part of the obligation, her estate 
was liable to his for one-half of the pay- 
ment he so made. 

(3) A-presumption of a gift to his 
wife existed as to the improvements made 
by him upon their jointly owned property, 
which presumption was not overthrown 
by the fact he and his wife were then 
separated. 


(4) A husband is liable to support his 
wife, even if she has means of her own. 
Although she can voluntarily support 
herself, here she was compelled to pay 
for her support because her husband re- 
fused to do so, and her husband’s estate 
should accordingly reimburse her estate 
therefor. 


SPOUSE’s RIGHTS — Rights in Insur- 
ance on Husband’s Life 


Tennessee—Supreme Court 
American Trust & Banking Co. v. Twinam, 216 


S. W. (2d) 314. 

Decedent left two insurance policies 
payable to his “executors, administrators 
or assignees.” These policies were as- 
signed to secure an indebtedness to the 
insurance company. The debt was also 
secured by a mortgage. No disposition 
was made of the policies by the deced- 
ent’s will, other than a direction that the 
mortgage contract be carried out. 

Prior to his last marriage, decedent 
had entered into a marriage settlement 
agreement with his prospective wife, 
whereby in consideration of certain pro- 
visions made for her she had released 
and waived “all rights to and interest 
in the property and estate of (decedent), 
including right of inheritance in personal 
and real property, years support, home- 
stead and dower.” 


Code Section 8456 provides: “Any life 
insurance effected by a husband on his 
own life shall, in case of his death, inure 
to the benefit of his widow and children; 
and the money thence arising shall be 
divided between them according to the 
statutes of distribution, without being in 
any manner subject to the debts of the 
husband.” 
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The widow here takes the position that 


‘the marriage settlement agreement did 


not bar her from participation in the 
proceeds of the policies, and further that 
the proceeds should not be used to dis- 
charge the balance of the debt for which 
the policies were assigned. The chancellor 
decreed that the agreement was an effec- 
tive bar and ordered the debt paid out of 
the proceeds, with the surplus to be dis- 
tributed among the three children. 

HELD: Reversed. While it has been 
held that the quoted statute does not 
limit the authority of a husband to con- 
trol the disposition of insurance by his 
will, “apt words” must be used by him 
before the insurance will be taken out 
of the operation of the exempt provision 
of the statute. Here, no such words were 
used. Likewise, the purported waiver by 
the wife does not apply to the insurance 
proceeds since “apt words” were not em- 
ployed to bar her rights therein. 


However, the proceeds are subject to 
the claim of the insurance company by 
virtue of the assignment which author- 
ized the company to apply the proceeds 
in payment of the indebtedness. The in- 
sured had a right to make such an as- 
signment. The wife’s rights did not ac- 
crue until the decedent’s death and then 
only subject to the assignment, for here 
he had used “apt words.” Therefore, the 
wife is entitled to share with the chil- 
dren in the proceeds over and above the 
amount necessary to pay off the loan for 
which the policies were assigned. 

—Staff Digest 


TAXATION — Estate & Inheritance — 
Abatement of Legacies Where Resi- 
due Insufficient to Pay Tax 


New Jersey—Superior Court, Chancery Division 

Bankers Trust Co. v. Hess, 63 Atl. (2d) 712. 

Testatrix created revocable trusts at 
the same time that she executed her will. 
Her will contained a direction to the ef- 
fect that all taxes “shall be paid out of 
my general estate as an expense in the 
settlement of my estate, and that there 
shall be no proration of any such taxes.” 
The residuary estate being insufficient 
to pay all taxes due, the executor seeks 
instruction respecting the source of the 
deficiency. 

HELD: Where the will is clear, the 
testatrix’ intention respecting payment 
of taxes will control. If the residuary 
fund is inadequate, general legacies will 
be first abated until exhausted, and 
thereafter specific legacies will be ratably 
abated to the extent required to meet any 
tax deficiency. 


TAXATION — Estate & Inheritance — 
Apportionment of Tax on Appoin- 
tive Property — Penalty Interest 

New York—Surrogate’s Court, New York Co. 
Matter of Hurd, N. Y. L. J., March 9, 1949. 
The will directed the payment from the 

Tesiduary estate of “all inheritance and 

other taxes upon the devises and be- 
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quests herein made.” Under Decedent Es- 
tate Law, Section 124, estate taxes must 
be apportioned in the absence of a con- 
trary direction in the will. Under other 
New York statutes the will was deemed 
to have exercised a testamentary power 
of appointment which the testator had. 
Did the quoted clause exonerate the ap- 
pointive fund from its proportionate 
share of estate taxes? 

HELD: The clause did not extend to 
any tax on the appointed property, and 
consequently it must bear its propor- 
tionate share of the estate taxes. 


Although penalty interest on estate tax 
is not expressly within the provisions of 
Section 124, the court could and would, 
in exercise of its general equitable pow- 
ers, direct that a proportionate share of 
such interest be paid out of the appoint- 
ed property. 


TAXATION — Estate & Inheritance — 
Allocation of Federal Tax 


Washington—Supreme Court 


Seattle-First National Bank v. Macomber, 132 
Wash. Dec. 677. 


In 1934, Macomber created a trust 
with the Seattle-First National Bank, 
which provided that the trustee should 
pay the income to the grantor during his 
lifetime and after his death to his wife 
until their daughter reached the age of 
23, when the income should be divided 
between them equally. At the time of his 
death in December, 1944, the assets of 
the trust were worth more than $330,000. 


In his will, Macomber designated his 
wife as executrix and gave her authority 
to sell any or all of his estate and di- 
rected that the proceeds should be added 
to the corpus of the trust. He made no 
provision in the will for either his wife 
or daughter, stating that he had made 
adequate provision for them in the trust 
agreement. He also left life insurance in 
the amount of $100,000, in which his wife 
and daughter were named as beneficiar- 
ies. 

About two months prior to his death, 
Macomber made a codicil in which he 
bequeathed to Isabel Murphy 1,000 shares 
of oil stock (appraised at $30,500) and 


further provided: “I direct that all estate, 
inheritance, transfer and other taxes and 
charges of every nature that may be 
made against the stock herein mentioned 
be paid by my estate outside of said 
stock, so that the same may go to said 
legatee free from and without any deduc- 
tions of any nature or kind.” 

After Macomber’s death, the trustee 
initiated this action, seeking a declar- 
atory judgment with respect to the duties 
and liabilities of the parties for the 
payment of the unpaid balance of the 
Federal estate tax amounting to $27,- 
715.60 plus interest. The lower court 
entered a decree providing that, after the 
residue of the estate, amounting to $3,000, 
had been applied to the payment of the 
delinquent estate tax, the 1,000 shares of 
oil stock specifically bequeathed to Isabel 
Murphy should be subject to unpaid ex- 
penses of administration and to the pay- 
ment of the unpaid Federal estate tax. 


HELD: Affirmed as to that part of the 
judgment holding the residuary estate 
primarily liable for costs of administra- 
tion and Federal estate tax, but reversed 
as to the remainder of the judgment and 
remanded to the trial court with instruc- 
tions to decree that the executrix shall 
distribute té Isabel Murphy the 1,000 
shares of stock bequeathed to her free 
and clear of any taxes or charge for ad- 
ministration expenses. The executrix 
shall first recover from the beneficiaries 
of the insurance policy the proportionate 
share of the Federal estate tax; and any 
balance of the estate taxes and costs of 
administration shall be paid out of the 
trust estate. 

The language of the codicil being clear 
and specific, no portion of the expenses of 
administration nor the delinquent estate 
tax could be charged against the oil 
stock. 


With respect to the life insurance, the 
decedent not having provided otherwise 
in his will, the beneficiaries of the policy 
were liable to the executrix, under Sec- 
tion 825 (c) of the Internal Revenue 
Code, for their proportionate share of 
the Federal estate tax applicable to the 
proceeds of the policy. 
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WILLs — Construction — Bequest 
Vested Subject to Divestment 


Massachusetts—Supreme Judicial Court 


Parkhurst v. Jonsberg, 1949 A. S. 311; March 
8, 1949. 


The téstatrix, who died in 1933, be- 
queathed all her bank deposits in trust 
to pay a portion of the income to her 
grandson and only heir, George, until 
he reached 21 and then all of the income 
until he reached 26, and then pay over 
the whole trust to him. If he died before 
reaching 26 the trustees were to pay the 
entire fund to the testatrix’s two sisters, 
Charlotte and Hortense, “equally or to 
the survivor.” The residue of the estate 
was also given to the two sisters, “equal- 
ly or to the survivor.” Charlotte died in 
1942, Hortense in 1943, and George in 
1945, at the age of 20. 

HELD: George took an absolute equit- 
able interest in the trust fund in the 
nature of a fee, vested, but with the time 
for enjoyment of the principal postponed, 
and with an executory bequest to the two 
sisters if he died under 26. The words of 
survivorship attached to the bequest to 
the sisters referred to survivorship at 
the death of the testatrix. Accordingly 
the. trust fund was to be paid in equal 
shares to the estates of the two sisters. 


WILLs — Probate — Constructive 
Trust — Rights of Beneficiaries of 
Unexecuted Subsequent Will 
Against Beneficiaries of Prior Exe- 
cuted Will Who Prevented Execu- 
tion of Later Instrument 


New York—cCourt of Appeals 
Latham v. Divine, N. Y. L. J., April 1, 1949. 


The complaint alleged that the de- 
cedent had executed a will in favor of 
the defendant, “Father Divine” and two 
other defendants connected with his cult; 
that the decedent subsequently expressed 
a desire on several occasions to execute 
a new will which would substantially ben- 
efit the plaintiffs, and had her attorneys 
draft such a new will; that the defend- 
ants prevented execution of the new will 
by false representations, undue influ- 
ence and physical force and by conspiring 
to kill her and by finally killing her. The 
question was whether the complaint set 
forth a cause of action. 

HELD: The complaint set forth a 
cause of action. Although there is no 
New York decision directly in point on 
the question whether these allegations 
state a case for equitable relief by the 
imposition of a constructive trust, the 
texts and cases elsewhere answer it in 
the affirmative. 

Nor does such a finding weaken the 
provisions of the statute of frauds, as 
the imposition of a constructive trust does 
not prevent the bequest from passing to 
the legatees named in the executed will 
but, in order to defeat fraud, equity im- 
poses a trust on the gift after it reaches 
the hands of the legatees. 
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PLANNING FOR MIDDLE CLASSES 


“Estate Planning for the Lower 
Middle Classes” was the subject of a 
talk by T & E’s New York legal editor, 
Joseph Trachtman, before the New 
Haven (Conn.) County Bar Association 
on March 21. The title was suggested 
by variations in the title page of Brig- 
house’ “Forms of Wills,” an English 
handbook. The third edition, published 
in 1927, was styled: “Short Forms of 


_Wills Adapted to the Requirements of 


the Lower Middle Class.” But in the 
fourth edition, published in 1938, the 
title page was changed to “Short Forms 
of Wills Adapted to the Requirements 
of the Middle Classes and Farmers.” 


Without making distinctions between 


upper and lower middle classes, Mr, 
Trachtman emphasized the importance 
of planning the disposition of estates of 
moderate size, especially those in which 
life insurance is the major element. He_ 
also outlined the tax and other disad 
vantages of legal life estates, which 
seem to be popular in the rural parts of 
Connecticut. 

Mr. Trachtman’s talk was based in 
large part on the 1949 edition of his 
monograph on Estate Planning, pub- 
lished by the American Bar Association 
Section of Taxation and the Practising 
Law Institute. The forthcoming mono- 
graph will be reviewed in the May 
issue of TRUSTS AND ESTATES. 
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